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To whom was referred the Bill C-92, intituled: 
“An Act to amend the Customs Tariff”. 


The Honourable SALTER A. HAYDEN, Chairman 
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| © ike hein Director, Tariff Division, 
Ne Department of Finance. 


REPORT OF THE COMMITTEE 


ROGER DUHAMEL, F.R.S.C. 
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY 
OTTAWA, 1964 


ON 


THE STANDING COMMITTEE 


BANKING AND COMMERCE 


The Honourable Salter A. Hayden, Chairman 


Aseltine 

Baird 

Beaubien (Bedford) 
Beaubien (Provencher) 
Blois 

Bouffard 

Burchill 

Choquette 

Cook 

Crerar 

Croll 

Davies 

Dessureault 

Farris 

Fergusson 

Flynn 

Gelinas 


The Honourable Senators: 


Gershaw 

Gouin 

Hayden 

Hugessen 

Irvine 

Isnor 
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Lambert 

Lang 

Leonard 
Macdonald (Brantford) 
McCutcheon 
McKeen 

McLean 

Molson 

Monette 

O’Leary (Carleton) 


Paterson 

Pearson 

Pouliot 

Power 

Reid 

Robertson (Shelburne) 
Roebuck 

Smith (Kamloops) 
Taylor (Norfolk) 
Thorvaldson 
Vaillancourt 

Vien 

Walker 

White 

Willis 
Woodrow—(50). 


Ex Officio members: Brooks; and Connolly (Ottawa West). 


(Quorum 9) 


he 9 a4 s 
: ate Aa ie ia (ey na 7 i i : 
4 perks nie 
Ge ae Chk oA ip at 
sh ae Sia ae 
- ; ca r i: 
} ms et ie Se 
a Cote ee 
: rer a ’ van ,! ~ 
m om oe i 
meee eee ‘ORDER OF REFERENCE 


iF he 


Ex de from the Minutes of the Proceedings of the Senate, Wednesday, 
May 13th, 1964: 


“Pursuant to the Order of the Day, the Honourable Senator Hayden moved, 
ended by the Honourable Senator Crerar, P.C., that the Bill C-92, intituled: 
\ ‘An Act to amend the Customs Tariff’, be read the second time. 


: ‘After debate, and— 

%, e question being put on the motion, it was— 
_ Resolved in the affirmative. 

| The Bill was then read the second time. 


The Honourable Senator Hayden moved, seconded by the Honourable 
or Crerar, P.C., that the Bill be referred to the Standing Committee on 
ng and Commerce. 


oe 
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he question being put on the motion, it was— 
Berea in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. 
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- MINUTES OF PROCEEDINGS 
: 4 WEDNESDAY, May 20, 1964. 


of Pursuant to adjournment and notice the Standing Committee on Banking 
an ees met this day 9.45 a.m. 


Present: The Honourable Senators: Hayden (Chairman), Aseltine, Bouffard, 
Brooks, Cook, Croll, Davies, Farris, Fergusson, Flynn, Gelinas, Gershaw, Gouin, 
Hugessen, Isnor, Lang, Leonard, McCutcheon, McLean, Molson, Pearson, Power, 
Reid, Taylor (Norfolk), Thorvaldson, White, Willis and Woodrow. (28) 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Cot el. 

On Motion of the Honourable Senator Aseltine it was Resolved to report 
recommending that authority be granted for the printing of 800 copies in 
Eng) ish and 300 copies in French of the Committee’s proceedings on Bill C-92. 
4 Bill C-92, intituled: “An Act to amend the Customs Tariff”, was read and 
onsidered. 
~ The following witness was heard: Mr. C. A. Annis, Director, Tariff Division, 
Department of Finance. 

- On Motion of the Honourable Senator Molson it was Resolved to report 
the Bill without any amendment. 


At 10.10 a.m. the Committee concluded its deliberations on the above Bill. 
Attest: 


al 


F. A. Jackson, 
Clerk of the Committee. 


REPORT OF THE COMMITTEE 
WEDNESDAY, May 20, 1964. 


The Standing Committee on Banking and Commerce to whom was referred 
the Bill C-92, intituled: ‘An Act to amend the Customs Tariff”, have in obedience 
to the order of reference of May 13, 1964, examined the said Bill and now report 


the same without any amendment. 
All which is respectfully submitted. 
SALTER A. HAYDEN, 
Chairman. 


EVIDENCE 


OTTAWA, Wednesday, May 20, 1964. 


; The Standing Committee on Banking and Commerce, to which was 
ferr ed Bill C-92, to amend the Customs Tariff, met this day at 9.45 a.m. 
Senator Salter A. Hayden (Chairman) in the Chair. 


ad The committee agreed that a verbatim report be made of the 
- ¢ommittee’s proceedings on the bill. 

_ The committee agreed to report recommending authority be granted 
for the printing of 800 copies in English and 300 copies in French of 
the committee’s proceedings on the bill. 

‘The CHAIRMAN: Honourable senators, it is very difficult to see a principle 
this bill except to collect money, and I should think the best way of 
ealing with it would be to proceed section by section. We have here today 
r. C, A. Annis, Director, Tariff Division, Department of Finance and Mr. 
Loomer, officer, of the same division. Mr. Annis, will you take up the 
rden? 


‘Mr. C. A. Annis, Director, Tariff Division, Department of Finance: Honorable 
nators, as is always the case with tariff bills, the real substance of this is 
the amendments to Schedule A of the Customs Tariff. There are upwards 
20 such amendments. 
Your chairman already gave a fairly complete summary of those, in 
oducing the bill on second reading. I would be glad to run through the 
ontent of it again if that is considered desirable. Would you like me to run 
ro ug the items or do you think it should be assumed that senators are 
miliar with it? 
The CHAIRMAN: I think the first series of items arises out of the Tariff 
ard reports. I think the committee would be interested in having a short 
nd concise statement. 
Mr. Annis: The amendments which arise out of the Tariff Board’s 
eports are contained in Part I of Schedule A of the bill. What Part I does 
mplement a package of tariff changes which was negotiated for the pur- 
e of implementing the recommendations which the Tariff Board made in 
> reports. One of those reports was a rather minor one relating to glass- 
e and chinaware for decorating. It covered only about $1 million a year 


| 
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Senator PEARSON: What do you mean by “negotiating”? 

Mr. ANNIS: What I mean is that the items on which the Tariff Board 

yorted covered a group of items most of which were bound by the gap 

ened up during the previous trade negotiations under The General Agree- 
on Tariffs and Trade. 

Senato s CROLL: In most cases, the United States? 
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Mr. Annis: So that before it was possible to re-write the items it was 
necessary to have our commitments in that respect re-negotiated, and this 
was done in the winter. i 

Senator CROLL: What are the items? 

Mr. Annis: One can say, in generalizing, all the items in Part leot 
Schedule A. All of the items except three were as recommended by the Tariff 
Board, and resulted from the Tariff Board package. Those three were intro- 
duced as outside compensation in the conduct of the negotiations. 

Senator CROLL: How do you identify them? 

Mr. ANNIS: They are not identified in the bill; but the Chairman did make 
remarks on this, and I will recapitulate. They referred to bread, montan wax 
and barytes. Those were the three items not referred to in the Tariff Board 
report, and introduced in the package in order to secure agreement with the 
United States, to secure their agreement to the changes regarding oil field 
equipment, and which have been recommended by the board and that the 
Government decided to implement. There will be no substantial change, and 
in any change there might be it would be a very slight reduction, but if 
any it would be so small that really in taking account of estimating revenues 
no adjustment was made. 

The CHAIRMAN: These three items were really intended to be taken as 
sweeteners? 

Senator CROLL: Although, we were not giving up very much actually. 

Mr. ANNIs: No, not very much. I might say that the changes affecting 
glassware and chinaware did not involve any increase on balance at all. In 
the changes in oil field equipment, there were some increases and some deduc- 
tions in duties. The view of our trading partners, in which we had no choice 
but to concur, was that on balance there was a slight increase in the rates 
involved in the oil field equipment, and that consequently a small amount 
of outside compensation was called for; so in the negotiations agreement which 
was reached there was included these three small items to which I have 
referred. In removing the duty from bread, I might say that bread imports 
are very small; in fact, it is a very trivial item in imports. 

Senator CROLL: What are the exports of bread, and to where is it 
exported? 

Mr. Annis: A fair amount over the border at various points. Some right 
across to Ogdensburg, some in the Buffalo and Detroit areas, and smaller 
amounts to areas bordering on New Brunswick; and out west. 

Senator CRoLL: A larger amount to New York State? 

Mr. ANNIS: Yes; not as much as half the total, probably a quarter of what 
goes to the whole of the United States. 

Senator CroLtL: And what raised the ire of the United States? 

Mr. ANNIS: The fact that some Canadian bread was moving in. The total 
would not amount to more than $1 million a year. There are no statistics. 

Senator CROLL: It has been moving in there for how many years? 

Mr. ANNIS: For a good many years; but there has been some tendency for 
the amount to increase somewhat in the last few years; however, relatively 
the United States consumption of bread is still a mere drop in the bucket. 

The CHAIRMAN: The particular places to which bread goes—Senator Croll 
got upset—such as Buffalo and Ogdensburg. ; 

Mr. ANNIS: Yes. At Buffalo some of the bread truck drivers got exercised 
about it and raised quite a fuss. Montan wax may be a derivative of a refining 
operation from lignite petroleum, and is used in the production of carbon paper. 
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I His an alternative to some other types of wax, which were already free of duty; 
ar d the effect of the change here in removing the duty from montan wax is to 
put it on a basis of equality with waxes with which it is competing in Canada. 
- Senator CROLL: What did we give up that was vital or important in this 
bill? id 
& Mr. ANNIS: I would say that we did not give up anything which was 
important in a trade sense. Removing the duty from bread was important in a 
presentational sense, in that the United States already had free entry of bread. 
Some imports were removed from Canada into the United States, and while the 
volume was modest it led to a certain amount of agitation there, and they were 
able to beat us over the head because Canada imposed a duty on bread. We have 
since taken it off, and this has removed the stick to beat us with. I think this 
has been a real help in dealing with public opinion and the agitation that had 
arisen in parts of the United States, particularly in New York State. 

_ Senator CRoLL: We negotiate with the government of the United States? 
_ Mr. Annis: Yes. 
Senator CROLL: What would have happened if the governor had not vetoed 
that bill and the bill passed by the legislature had legislative effect? 
Mr. Annis: If that bill had not been vetoed it would have meant that no 
ead could be sold in New York State unless it either had been produced there 
or had been produced, let us say, under the supervision of the health authorities 
of New York State. There is a presumption that Canadian bread had not been 
able to meet those qualifications, and would have been excluded. This would 
have been a real source of embarrassment to Washington. However, they, like 
ourselves, have a little problem in conflicts of jurisdiction, and I suspect the 
result would have been that Canadian bread would not have gone into New York 
State, and the Washington government would have been saying it was embar- 
assed about this but that, while they were sorry, there was nothing they could 
do. I am expressing a personal view. 


Senator REID: What about item 683? 

‘Mr. Annis: Item 683 relates to Barytes. Sometimes this is called baryte, 
or sulphur spar. Technically, I think they call it barium sulphate. Barium is a 
metal, and barium sulphate is a sulphate of that metal which is found in various 
places in the world. It may be found in limestone veins or decomposed lime- 
stones. It is used for a number of purposes. We should distinguish between the 
bwo. One purpose is in the production of drilling mud or drilling oil wells, and 
for that purpose it was already—and for some years has been—free of duty. 


i. 


APA 


free entry is preserved under this new bill. 
Senator Davies: I notice that for item 196, newsprint paper, the general 
tariff is 25 per cent. Is that imported from the United States? 


Mr. Annis: Very little is imported. 

\ Senator Davies: We do not import any newsprint from the United States, 
do we? | 
Mr. ANNIS: We do not import any significant amounts of newsprint 
from any country. The purpose of this change was to clarify the fact that 
newsprint is free of duty under both the British preferential and the inter- 


iate tariff. There has been some confusion previously because of the 


L ision d people got the mistaken impression that newsprint was 
ee ee ocoun ‘of n manufacturing 


able. The other group of uses of barytes is in certain man 
operations. In one it is used as a component of paint; and it is used in 
bination with some other chemicals too. It is used to make lithophane. 
is also used in the manufacture of glass and as a filler for paper. For these 
poses barytes had been dutiable at 25 per cent prior to the introduction 
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of this bill. The effect of this is to reduce that rate of duty under the m.f.n. 
tariff from 25 to 20 per cent. This is regarded as an adequate level of protec- 
tion for the Canadian producers of barytes. At the same time, for those who 
need special qualities this reduction will enable them to bring it in at a 
little lower rate. The third purpose is to help sweeten the package and 
secure agreement with the Americans on the oil field package. We have had 
no complaints at all from the producers about this rather modest reduction. 

Senator Mouson: Is there any substantial production of barytes in 
Canada? Sh 

Mr. ANNIS: Yes, although I have not the actual statistics here. We do 
know it is produced in a number of places in the west, primarily for use 
as a component of drilling mud. 

Senator WHITE: Is barytes somewhat like talc? 

Mr. ANNIS: It has some similarities. 

Senator WHITE: Tale is used in many of the products you mentioned. 

Mr. ANNIS: Yes, and in fact bentonite is used with barytes. Barytes and 
bentonite may be used, together with some other additives, in the production 
of drilling mud. 

Senator WHITE: Is there a tariff on tale coming into this country? 

Mr. ANNIs: Yes. The basic rate on talc, not otherwise provided: for, is 
15 per cent, but for some special uses it is 5 per cent. 


Senator WHITE: That would be 15 per cent from the States? 
Mr. ANNIS: Yes, from the States. 


The CHAIRMAN: The next group of items appears in section 1(b), and 
there are no tariff increases there. 

Mr. ANNIs: Yes, sir, that is right. In section 1(b) there are about a 
dozen amendments. Four really provide for extending into 1965 or 1966 exist- 
ing free entry provisions which would otherwise terminate on July 1. The 
most important relate to aircraft and aircraft engines of a type or size not 
made in Canada. There are some other items which are relatively less 
important. 

Senator BouFFarpD: Is there any increase in the tariff rate for the import 
of whiskey, gin, rum, etc.? 

Mr. ANNIs: No tariff increase. The change which is made does not affect 
the rate of duty as such, but it does indirectly affect the amount of duty 
collected in some cases. When whiskey, rum, etc. are imported in bottles, 
regardless of the size of bottle, duty will be collected on the actual contents — 
or amount of beverage. Under the old arrangement if it was imported in a 
certain size of bottle the duty would be collected based on a standard content. 
For instance, if it was imported in a bottle of 262 ounces the duty was 
collected at that rate. However, if it was imported in a 25-ounce bottle the 
duty paid was as on a 262-ounce bottle under the old arrangement. . 

Senator Brooks: Do we get these aircraft parts from the United States, 
or Great Britain and other countries? 


Mr. Annis: Almost entirely from the United States, sir. 


Senator Brooks: Do we manufacture any large quantity of parts in 
Canada? | 


Mr. ANNIS: Of oil field equipment? 

Senator Brooks: These items we are discussing now. 
Mr. ANNIS: You are speaking of the aircraft now? 
Senator Brooks: Yes. 
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in Can nok ‘So if one is thinking of the free entry provision it relates to prod- 
ucts not made in Canada; but there are certain other parts and components we 
do make. We make certain types of aircraft and certain parts and components 
O those. One general comment might be worth making, and it is this, that in 
t e field of aircraft production it just is not possible to produce aircraft eco- 
nomically for the Canadian market alone, and if an aircraft is to be produced 
in Canada it has to be produced for a market wider than Canada alone. For 
that reason there are certain types of aircraft we do not produce at all, 
whereas there are some types we produce in substantial volume for both the 
adian and export market. 
Senator Remp: What kind of material is drilling mud? 
“Mr. ANNIs: Once upon a time it was just what it said, a mixture of local 
bart and water; but as oil drilling has become more sophisticated oil drillers 
he ave found it best to tailor make their mud. They will use a combination of 
components in it, bentonite, barytes and some other chemicals. They even 
us se asbestos fibre. 
ae Rew: Is it imported? 

_ Mr. Annis: Yes, but most is made locally, where the drilling operation is 
taking place. 
_eeraaaeng Davies: Does anything coming under the British preferential 
tar have to be made in Britain? 

Mr. Annis: It has to be made in the Commonwealth countries and have 
50 ‘per cent Commonwealth content, but not necessarily from Britain. 


Senator Davies: Not actually manufactured in Britain itself? 


Mi Mr. Annis: No. 

‘Senator Davies: What about the most-favoured-nations countries, are they 
Commonwealth countries? 

Mr. ANNs: They include all the Commonwealth countries which get still 
more favourable treatment under the British Preferential Tariff; but in addi- 
t on it applies to almost all the world, all of the members of the General 
A sreement on Tariffs and Trade, which includes the chief trading countries and 
a number of others. In general, the only countries to which it does not apply 
ar re a few ex-satellites—East Germany, Bulgaria, and a few other countries of 
tl at sort. 

a Senator Iswor: Regarding section 3, does that mean that no matter when 
e goods were imported, whether they were placed in the warehouse a year 
ag }or more, they still are subject to the duties as outlined in this bill if taken 
out of the warehouse today? 

_ Mr. ANNIs: Yes. Saying the same thing in different terms, it means, as 
is Picea with budget tariff resolutions, that the provisions come into effect on 
a pene of the night following the budget. The new rates apply from that 


t 
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: "The CHAIRMAN: The only other item in the bill is this drawback item, is 


ot? 

Mr. Annis: Yes. This drawback item, Schedule B, replaces a previous 
vision and, again, it is a bit of a relieving provision. It arises from the Tariff 
Boz d report on glassware and provides for a drawback of 60 per cent of the 
( per cent duty that otherwise would apply on machine-made tumblers if 
y are used for production in Canada of cut or decorated glassware. This 


ts in a net rate of 8 per cen 
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The CHAIRMAN: Are there any other questions? 

Senator THORVALDSON: I asked a question in the house the other day with 
regard to the regulations that are referred to. I wonder if we might have some 
explanation as to the extent of those? 


Mr. ANNIsS: This applied to the aircraft item, did it? 
Senator THORVALDSON: Yes, it did. 


Mr. ANNIS: In fact there aren’t any regulations under that item. Provision 
was made in the statute some time ago for regulations, apparently in the thought 
they might be necessary. It has been continued under this present act, but in 
fact there are no regulations. I might add that in some respects aircraft is like 
certain other items where regulations are called for. If one looks at the item, for 
example, covering ships, you find provisions for regulations and there are 
regulations covering coasting, etc. 


Senator REID: On page 4 of Schedule A we see “Feeds for use exclusively 
in the feeding of trout. On and after July 1, 1866.” 


Mr. ANNIs: I think this item originated in the reverse way. Until provision 
was made for feed for trout, this item came under the general basket item. 
Several years ago representations were received by the Government to the effect 
that no satisfactory feed for trout had been developed in Canada. These rep- 
resentations came particularly from British Columbia, and on checking it was 
found that Canadian fish feed producers, while producing other items, agreed 
they had not been able to develop a satisfactory feed for fingerling trout, and 
they had no reason to oppose a provision for free entry for a temporary period. 
That provision was made for one year, which is to end July 1, this year, and 
on rechecking it has been found that the section remains as it was a year ago. 
The Canadian fish feed producers still recognize they haven’t a satisfactory feed 
for this purpose. The people in British Columbia still want continued free entry 
of American feed. This contains that provision for a further two years. It may be 
that in the meantime Canadian suppliers will be able to supply this. 

Senator MoLson: Item 696a—moving picture films, etc. In the comparative 
schedule in our Minutes, there is no rate set out. 

Mr. ANNIS: This arises from a printing error where the last two or three 
lines which should have appeared there were left off. In addition to what you 
have there, there should be another line or two referring to these goods entering 
under these conditions when certified as educational, scientific and cultural 
materials and providing for free entry. I might say the effect of the amendment 
is to provide free entry for video tape recordings for educational purposes. It 
will then be on the same rates as films. 

; ee MOoLson: Of course for commercial purposes they are still under 
ariff? 

Mr. ANNIS: Yes. 


The CHAIRMAN: Shall I report the bill without amendment? 
Hon. SENATORS: Agreed. 
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Brae To whom was referred the Bill C-94, intituled: 


“An Act to amend the Estate Tax Act”. 


cay WITNESSES: 


§ “ 
r. E. I. Smith, Taxation Division, Department of Finance; Mr. W. I. 
Linton, Administrator, Estate Tax, Succession Duties and Gift Tax, AW 
D Yepartment of National Revenue; Mr. J. L. Gourlay, Legal Division, ¥ 
‘Department of National Revenue; Mr. A. L. DeWolf, Legal Division, ik 
Department of National Revenue. ae 


REPORT OF THE COMMITTEE 


ROGER DUHAMEL, F.R.S.C. 
| QUEEN’ S PRINTER AND CONTROLLER OF STATIONERY 
OTTAWA, 1964 


THE STANDING COMMITTEE 
, ON 
BANKING AND COMMERCE 


The Honourable Salter A. Hayden, Chairman 


The Honourable Senators: 


Aseltine Gershaw Paterson 

Baird Gouin Pearson 

Beaubien (Bedford) Hayden Pouliot 

Beaubien (Provencher) Hugessen Power 

Blois Irvine Reid 

Bouffard Isnor Robertson (Shelburne) 
Burchill Kinley Roebuck 

Choquette Lambert Smith (Kamloops) 
Cook Lang Taylor (Norfolk) 
Crerar Leonard Thorvaldson 

Croll Macdonald (Brantford) Vaillancourt 
Davies McCutcheon Vien 

Dessureault McKeen Walker 

Farris McLean White 

Fergusson Molson Willis 

Flynn Monette Woodrow—(50). 
Gelinas O’Leary (Carleton) 


Ex officio members: Brooks; and Connolly (Ottawa West). 


(Quorum 9) 


Rag ORDER OF REFERENCE 
Ex ctract from the Minutes of the Proceedings of the Senate, May 20th, 1964. 


Pregiant to the Order of the Day, the Senate resumed the debate on the 
n of the Honourable Senator Lang, seconded by the Honourable Senator 
ae? second reading of the Bill C-94, intituled: “An Act to amend the 
é e Tax Act”. 


After debate, and— 

"The question being put on the motion, it was— 
esolved i in the affirmative. 

Te Bill was then read the second time. 


e Honourable Senator Lang moved, seconded by the Honourable Senator 
Mthat the Bill be referred to the Standing Committee on Banking and 
ee erce. 

og 

The question being put on the motion, it was— e 
- Resolved in the affirmative.” 7 


¢ 
J. F. MacNEILL, \ 
Clerk of the Senate. ‘ 
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MINUTES OF PROCEEDINGS 


THURSDAY, May 21st, 1964. 


zs ” Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 9.30 a.m. 


- Present: The Honourable Senators: Hayden (Chairman), Baird, Beaubien 
(B ee, Connolly (Ottawa West), Crerar, Davies, Fergusson, Flynn, Gershaw, 
Hugessen, Isnor, Lang, Leonard, McLean, Molson, Pouliot, Reid, Smith (Kam- 
loc : PS)» Taylor (Norfolk), Thorvaldson, Walker, Willis and Woodrow.—(23). 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 


2 On Motion of the Honourable Senator Leonard, Bill S-6 was referred to a 
la ter, meeting. 

On Motion of the Honourable Senator Woodrow it was Resolved to report 
rec ecommending that authority be granted for the printing of 800 copies in 
glish and 300 copies in French of the Proceedings of the Committee on 
Bi EC -O4, 

_ Bill C-94, intituled: ‘An Act to amend the Estate Tax Act”, was read and 
sons sidered, clause by clause. 

- The following witnesses were heard: 


Ee. H. Smith, Taxation Division, Department of Finance. 


_ W. I. Linton, Administrator, Estate Tax, Succession Duties and Gift Tax, 
ie Department of National Revenue. 


: As . L. Gourlay, Legal Division, Department of National Revenue. 

AL L. DeWolf, Legal Division, Department of National Revenue. 

On motion of the Honourable Senator Leonard it was Resolved to report 
the Bill without any amendment. 

6 (eh 

: At 10.00 a.m. the Committee adjourned to the call of the Chairman. 


~ Attest: 
“ig 


Sian F. A. Jackson, 
Clerk of the Committee. 
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REPORT OF THE COMMITTEE 


THURSDAY, May 21st, 1964. 


The Standing Committee on Banking and Commerce to whom was referred 
the Bill C-94, intituled: “An Act to amend the Estate Tax Act’, have in obedi- 
ence to the order of reference of May 20, 1964, examined the said Bill and now 
report the same without any amendment. 


All which is respectfully submitted. 


SALTER A. HAYDEN, 
Chairman. 


THE SENATE 


STANDING COMMITTEE ON BANKING AND COMMERCE 


EVIDENCE 


OTTAWA, Thursday, May 21, 1964. 


ry The Standing Committee on Banking and Commerce, to which was 
: referred Bill C-94, to amend the Estate Tax Act, met this day at 9.15 a.m. 


Senator Salter A. Hayden (Chairman) in the Chair. 


The committee agreed that a verbatim report be made of the 
committee’s proceedings on the bill. 


The committee agreed to report, recommending that authority be 
granted for the printing 800 copies in English and 300 copies in French 
of the committee’s proceedings on the bill. 


The CHAIRMAN: We have a quorum. Bill C-94 is before us, and we have 

bua representative from the Department of Finance, Mr. E. H. Smith, Taxation 
Division; and members from the Department of National Revenue, Mr. 
W. I. Linton, Administrator, Estate Tax, Succession Duties and Gift Tax, 
Mr. J. L. Gourlay, Legal Division, (Prosecution Collections), Mr. A. L. deWolf, 
Legal Division (Opinions and Regulations). 
a Senator LEONARD: Mr. Chairman, may I interrupt for a moment? On the 
notice paper appeared also a bill respecting the Bank of Western Canada, 
and I thought we might dispose of it at this time if I ask that it stand. 
The CHAIRMAN: Bill S-6 stands. 
By Perhaps the four gentlemen will come forward. I think in a bill like this 
we should proceed section by section, and get the explanations as we go along. 
Who is going to be the spokesman? Mr. Smith is going to do so. Perhaps 
you will give a brief explanation of section 1, Mr. Smith. 


Mr. E. H. Smith, Taxation Division, Department of Finance: Mr. Chairman 
Be and senators: The committee will observe that the underlined words “or 
‘ _ income from” are the only addition to the section. This subsection is one of 
many subsections which bring into tax various kinds of property so as to 
include them in aggregate net value. The change is merely to make sure 
- that the words now in the law, “any interest,’—in a settlement with a 
- reservation of benefit—will extend in every province to the case where there 
is income to the settlor during his life. The present words are quite good 
enough for nine provinces of Canada, but under the Quebec Civil Code it 
has been held I believe, that the settlor does not have an interest in property, 
and therefore it is necessary to make the law uniform throughout Canada 
_ including Quebec, and to add the words ‘“‘or income from” such property. 


Be Senator ReEmp: Have you had trouble with these words? 

Mr. SmirH: That is correct. 

Senator LEONARD: In just the one province? | 
Mr. SMITH: Yes. f 
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Senator THORVALDSON: Has the matter gone to the courts? 

Mr. SMITH: No. 

Senator CrRERAR: How much are you losing or gaining by the change? 

Mr. SMITH: Very little I think. Perhaps I could ask Mr. Linton. 

Mr. LINTON: In a sense, not anything, because until just recently we 
interpreted the section as it stands to mean in all ten provinces what it 
means in the other nine, and it was discovered in this one case that, as Mr. 
Smith said, having the income does not, in Quebec, give an interest in the 
property. In the case that arose, as it happened, the property was also taxable 
under another section. So in fact little revenue has been lost. And little is 
likely to be gained. 

The CHAIRMAN: This is precautionary, then; you won’t lose anything? 

Mr. Linton: That is right. 

The CHAIRMAN: Shall the new subsection 1 of section 1 carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Subsection 2 of section 1, Mr. Smith? 


Mr. SmitTH: Mr. Chairman, this is the section that is designed to block a 
tax avoidance device that Senator Lang referred to in the Senate chamber. 
Perhaps it might be worth while going over the device again briefly? 


The CHAIRMAN: Yes. 


Mr. SMITH: This amendment adds a special provision to defeat a tax 
avoidance device involving the use of an insurance policy linked to an 
annuity. Generally speaking, insurance is only taxable if it is owned by the 
deceased. In this case the testator forseeing his death, especially if he is in 
extremely bad health and otherwise uninsurable, can arrange with an 
insurance company or with some insurance companies, at least, to take out 
a policy on his life on condition that he also takes out a single premium 
annuity for an amount somewhat in excess—about 10 per cent in excess— 
of the face value of the insurance. His wife or other beneficiary will own 
the insurance. He would pay, let us say, $110,000 for a single premium 
annuity, and she would take out a $100,000 insurance policy on his life. When 
he dies a few months later the $100,000 insurance policy is not taxable and 
$110,000 has been subtracted from the estate. The idea of this amendment is 
that in this case the insurance policy will, in spite of the fact that it is not 
owned by the deceased, be taxable; but as a measure of relief, if it so happens 
that the face amount, of the insurance policy is worth more at the time of 
the death than the net value of the annuity—and by that I mean the amount he 
has paid for the single premium less any annuity out-payments up to the 
time of his death—the section will include in aggregate net value the lesser 
amount. This alternative is just a minor addition to avoid any possible 
hardship where the deceased in fact lived a considerable time and the annuity 
out-payments were in effect included in his estate. We don’t want to tax him 
twice. 

The CHAIRMAN: As I understand it this amendment would bring into tax 


any situation where a person who died had an annuity and where some person 
else had a policy on his life? : 


Mr. SmitH: No, as I understand it, sir, this is to apply only when the two 
can be linked together. 


The CHAIRMAN: But the difficulty in the past that has led to this amendment 
as I understand it, was that you were not able to link them. You could establish 
the fact that an insurance company had issued an annuity to Mr. X who was 
uninsurable. You could establish the fact that maybe his daughter had bought 
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poli ‘yy on the life of her father from the same company. But, my under- 
standing was that you were not able to establish that they were related in the 
sense that one was contingent on the other being done. 

me Mr. Linton: You could establish it, but without some section such as 
this you could not reach it by the Act. The present amendment only extends 
to those contracts which are issued, one conditional upon the other. 


he CHarrMaN: It says “expressed or otherwise”. 

_ Mr. Linton: I do not think it will ever be difficult to establish that the 
_ Insurance is contingent upon the annuity purchase. This could always be 
ascertained, but even if it was ascertained there was no way of reaching 
it by the act as it stood. 

4 _ The CuHarrman: Do you mean there was no way of ascertaining that this 
was or was not planned to reduce the estate? 

_ Mr. Linton: I think we could do that, but to impose tax on it seemed to 
be beyond our power. 

Senator LEONARD: I take it that if this type of transaction has been 
effected by a man not yet dead this amendment will touch it on his death? 
It is retroactive to the extent that such a transaction which has now been 
~ accomplished will come under the section in respect of a man not yet dead? 
_ -Mr. Linton: Only if the contract was entered into after Budget night 
on March 16. 

a Senator CRERAR: It will not affect anything beyond that? 

Mr. SMITH: That is in the application section, Senator. 

Senator CRERAR: Is the evil this is designed to cure widespread? 

i Mr. SmirH: We think there might be a hundred policies or so, and we 
have had some indication since the Budget that more were in process. 
Senator CRERAR: They would be substantially large policies, I take it? 
u': Mr. LINTON: Generally, although not always. 

- Senator CoNNOLLY (Ottawa West): Mr. Chairman, is there any possibility 
_of taxing a transaction like this under the gift tax section? 

Mr. Linton: We have never thought so. 

Senator CONNOLLY (Ottawa West): That is, as a benefit conferred? Per- 
hhaps there are technical reasons. 

_-Mr. Linton: I think there are technical reasons. 

ag The CHAIRMAN: It might end up by not being a benefit because the person 
who bought the annuity, although uninsurable, might live a long time after 
he took out the policy, and on his death there would be nothing of value 
left, or very little. 

Mr. SmirH: We did consider attacking this through the gift tax, but we 
hought that that was not the best way of doing it. 


7 

‘The CHAIRMAN: Carried? 
| Be Hon. SENATORS: Carried. 

_s-' The CuarrMan: Subsection (3) of section 1 of the bill; this is where you are 
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idding the words “or income from” in relation to marriage settlements. This 
| las particular application in the Province of Quebec? 

Be Mr. SmitTH: That is correct, sir. 

‘The Cuarrman: Carried? 

Hon. Senators: Carried. 

‘The CHAIRMAN: Subsection (4). rates 
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Mr. SMITH: This is a relieving section. Subsection (4b) of section 3 of the 
act presently provides that there shall be included in the value of the estate 
of the deceased as a death benefit—it is as a death benefit that it is included— 
the value of the proceeds of a policy of insurance effected on his life in the 
course of his employment, except to the extent that the proceeds were pay- 
able to the employer. This amendment provides further exceptions to this rule. 
The additional exceptions are where the proceeds of the policy were payable 
to a subsequent employer—we found we had not covered that—or, where they 
were paid to an individual or corporation not related to the deceased in any 
way, and where the policy, having been assigned to the deceased, was not 
reassigned to the employer of the deceased, or to the proceeds of a fund 
established to pay pensions or death benefits. This is a relieving amendment. 

What happened was that the act generally taxed death benefits, but when 
it was originally passed it did not include this kind of policy, and when the act 
was amended to include it it was found that the net had been cast a little 
too wide and it was catching some things we did not want to catch. This is 
a retreat from that. 


Senator CRERAR: This will increase the revenue? 

The CHAIRMAN: No, just the opposite. It will decrease the revenue. 
Senator CRERAR: Well, I think the more of it for that. 

The CHAIRMAN: I thought that would please you. 


Senator CONNOLLY (Ottawa West): Is this the case of where an employer 
pays a premium on a policy on the life of an employee and then the employee 
has the policy assigned to him? Is this the situation? 


Mr. Linton: This is a situation that under the present law falls under this 
section, and this amendment removes it, though it may fall under another 
section. 


Senator CONNOLLY (Ottawa West): The employer is the owner of a policy 
on the life of the employee, presumably an executive of the company whose 
life is insured so as to take care of any trouble that might result after his death 
in getting a suitable replacement, or for whatever purpose they want to use 
the money— 


Mr. Linton: As long as it is payable to the employer it is not taxable, but 
under the present act unamended if the employee leaves the employment and 
acquires the policy it is still taxable no matter what he does with it. Under 
the amendment, if he acquires the policy and then assigns it to his wife and 
lives for three years it escapes tax. This is one of the two main things the 
amendment is designed to do. 

Senator CONNOLLY (Ottawa West): Or if he assigns it to a subsequent 
employer? 


Mr. LINTON: Yes, or if the employee assigns it to a subsequent employer. 


Senator CONNOLLY (Ottawa West): What about the case of the original 
employer who owned the policy and paid the premiums and who assigned it to 
the employee who left his employ and went to another company and who then 
reassigned it to his new employer? Who would then own the policy? I suppose 
the present law would apply from there on too? 


Mr. Linton: The present law would tax that, but I think that it would not 
be taxable under the amended section. That is relieved. 


Senator Lronarp: I take it that the life insurance companies have had an 
opportunity of making representations to the department or to this committee 
with respect to any of these amendments affecting life insurance policies? 


Mr. Linton: Yes. This amendment is really pursuant to representations that 
have been made by them with respect to the excessive hardship imposed by — 
the present section. This has been discussed with them. 
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Be ae Senator Isnor: Mr. Chairman, I would like to carry that a little further. I 

- understand the first part of the explanation with respect to group insurance, 

but on the death of an employee that amount is sometimes placed to the credit 

of group insurance and thus naturally lessens the premium for future years. 

Has that any connection whatsoever with this clause? 

s The CHAIRMAN: If an employee who is part of a group insurance policy 

~ leaves? 

| Senator IsNor: Yes. 

The CHAIRMAN: And he does not take— 

; Senator IsNor: Yes, the employer has the say as to whether that remains 
as a payment on the next premium. 

The CHAIRMAN: If he does not take anything with him he has not anything 
_ that is of benefit to him. 

a Senator Isnor: I am thinking of the employer’s position. 

The CHAIRMAN: It subsequently goes to reduce the cost of the insurance. 

Senator IsNor: Yes, and that enters into the profit and loss statement. 

The CHAIRMAN: We are not dealing with that here. 

Senator Isnor: It is still an asset. 

The CHAIRMAN: It is an asset of the company. 

Senator ISNOR: Yes. 

The CHAIRMAN: But it is committed to this group insurance plan. Mr. 

- DeWolf, have you any comment to make on that? 

_ +Mr. DeWotr: As I understand it, that will reduce the premium for the 

_ next year in the case where the employer is required to pay the premiums. — 

_ Anything that is left over would reduce the premium. 

| The CHAIRMAN: Yes, it would not enter into the matter of the estate. 


Hon. SENATORS: Carried. 
The CHAIRMAN: Now, subsection 5, at the top of page 3. 
_ -Mr. SmitH: This amendment also is designed to look after a case that 
_ arose in the province of Quebec. It has to do with community of property. 
g It provides that when a husband and wife are in community of property and 
a disposition—let us say, a gift—has been made out of that property before the 
death of either of the two spouses, the disposition shall be deemed to have 
been made by each of them according to his or her share in the community 
of property. At the moment, if the husband dies, let us say, within three years 
of making the disposition, the gift, the whole of the gift will be taxable in 
his estate. On the other hand, if the wife dies first, as the law now stands 
- nothing would be taxable. 
a Under the Old Dominion Succession Duty Act and under the Quebec suc- 
~ cession duty law this is not the case. 
ag What we are attempting to do here is to make the federal estate tax 
~ conform with the Quebec law so that no matter which spouse dies first, the 
_ disposition will be taxed on the estate of whoever dies according to his share 
in the community of property. If it is a 50-50 share, then 50 per cent of the 
_ gift I was referring to would be included in the estate of the wife, if she died, 
or 50 per cent in the estate of the husband if he died. 

. Senator SmITH (Kamloops): Is that the situation in all the other provinces 
except Quebec at the present time? 
ss Mr. SmitTH: Yes—well, there would not normally be community of prop- 
y. The problem does not arise in other provinces. 


Senator SmitH (Kamloops): I am thinking of an equity of 50-50. 
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Mr. SmirH: There is a joint property provision in the law, but this is 
not the one. 

Senator LEONARD: Is this sharing in the community easily capable of 
ascertainment? 

Mr. Linton: Yes, that offers no difficulty. 

The CHAIRMAN: Shall subsection 5 carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Subsection 6 simply deals with the coming into force date 
of the various provisions we have looked at. Carried? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Section 2 of the bill, Mr. Smith. 

Mr. SmitH: Yes, this is a relieving provision too, Mr. Chairman. Perhaps 
I should go back a little bit. Honourable senators may recall that Section 7 
of the act provides that where a testator leaves a gift toa charity, the Govern- 
ment of Canada or certain other bodies, there is a deduction from his estate, 
but this has to be an absolute gift. Where a gift is made subject to a power 
to encroach— . 

Senator Davies: A what? 

Mr. SmitH: Where a gift is made subject to a power to encroach—if the 
widow, for example, is given the power to encroach on the capital—then this 
is not an absolute gift and only in certain circumstances can the gift be 
allowed as a charitable deduction, let us say, in the husband’s estate. This 
provision here is designed to make the present exceptions a little broader. 

At the moment when a widow renounces her right to encroach within two 
years it is possible to allow the amount of the gift to the extent it has not 
been encroached on, as a deduction in the estate of the husband. But cases 
have arisen where a widow died within two years without having made up 
her mind to renounce and, in effect, of course, she has renounced by the very 
act of dying and, therefore, it is only proper to give relief in such a case. 

Senator LEONARD: Have you given any consideration to lengthening that 
period of two years? Does not that seem somewhat on the short side? 

Mr. SmitH: I think this was considered in 1962 when this whole question 
was gone into very carefully, the question of being a little more generous 
about the allowance of a charitable gift where there was a power to encroach, 
and at that time the decision was to extend it from one to two yéars. 

The CHAIRMAN: To the extent the widow may have encroached within 
the two years and then she renounced, that amount of encroachment is added 
to the value of the estate, is it not? 

Mr. SMITH: Yes. 

The CHAIRMAN: So if you made it three years instead of two years your 
revenue would not suffer by reason of that? 

Mr. SMITH: No. 

Senator LEONARD: It is probably an administrative matter, is it not? You 
want to know where you stand? 

Mr. SMITH: Yes, an executor wants to know where he stands too. 

The CHAIRMAN: Carried? 

Hon. SENATORS: Carried. 


The CHAIRMAN: Subsection 2 deals with the coming into force date. Carried? 
Hon. SENATORS: Carried. 
The CHAIRMAN: Section 3 of the bill. 


Mr. SMITH: Mr. Chairman, I think Senator Lang gave a very clear — 
exposition of this in the chamber. This has to do with the federal-provincial 
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ements. Previous to this amendment the situation was that there were, 
shall y re say, two regimes in the provinces. There was one where seven prov- 
_inces levied no duty and they received instead a payment from the federal 
Government equal to half the duty the federal Government received in 
respect of estates of persons dying in those provinces or property situated 
there. 

‘In the other three provinces there was an abatement from the federal tax 
otherwise payable of 50 per cent. It was proposed last November, at the federal- 
provincial conference, that the 50 per cent should be changed to 75 per cent, 
and the sharing should be on a 75-25 basis. The provinces of Ontario and 
- Quebec, who are presently having their tax systems investigated by com- 
_mittees, said in effect they would prefer not to change their rates to move 
up to take advantage of this extra 25 per cent room, but they would rather 
- get a payment instead equal to the 25 per cent. In order to accommodate that 
point of view we now have three regimes. We have the case where seven 
- provinces levy no tax and get a 75 per cent payment, an abstention payment, 
if you like. Then there is the case of British Columbia which has moved up 
its rates and which will get no payment, but in that province there will be a 
75 per cent abatement. The old 50 per cent abatement will still apply to Ontario 
and Quebec, plus the 25 per cent abstention payment. So it is necessary to have 
a complicated amendment to keep in the old 50 per cent and to add the 25 per 
cent for a designated province. The province to be designated by regulation 
will be British Columbia at the present moment. 


fa The CHAIRMAN: And the prescribed province is? 

Mr. Smit: A prescribed province is the province of Ontario and the 
province of Quebec. British Columbia is still prescribed for 50 per cent, but is 
; designated for 25 per cent. 

_ The CuarrMAN: They have moved their rates up? 

Mr. Situ: Yes. 

The CHAIRMAN: Is that clear? 

An Hon. SENATOR: Clear as mud. 

The CHAIRMAN: If there are no questions, carried? 
Hon. SENATORS: Carried. 


The CHarRMAN: You are dealing with the situs of shares in subsection 3. 
That is a little complicated too, is it not? 


* 


a Mr. SmitH: Yes. If the last one is as clear as mud, I do not know what 
a we will do with this one. 

_ The CuarrMan: We will import a little barytes, which we have heard 
about in our customs considerations lately. It is a sort of drilling mud, and 
perhaps we could drill through this to some understanding with it. 


Mr. SmitTH: Perhaps I could start off, and if I get into difficulties Mr. 
Linton is always very good on this business of situs. 

a 4 Honourable senators may recall or may have heard of a tax avoidance 
device which existed under the act before it was amended in 1962. This arose 
ecause of the differential I referred to a minute ago between a province 
where there was no abatement and a province where there was a 50 per cent 
abatement. The situs rule in the act for shares is that if the shares are 
transferable in the province where the deceased is domiciled, and it is a 
seribed province, for federal purposes they will be considered to be situated 
re and there will be an abatement in respect of the tax on those shares. 
But if there is no transfer office in the province where the deceased ds 
do niciled then there are certain other rules to determine where the shares 

d be. 
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Perhaps, Mr. Chairman, I should describe the way it would work with- 
out this amendment. If the deceased was domiciled in say Alberta, a province 
where no tax is levied and if there was no transfer office in Alberta, the 
shares would be considered to be where the nearest transfer office was. If 
a testator has set up a personal corporation to hold his assets and then 
arranged that there would be no transfer office in his province of domicile, 
Alberta, but also arranged that there would be two transfer offices else- 
where, one in British Columbia and one in Ontario, the way it could work 
is that when his estate was being assessed the assessors would look to the 
nearest transfer office, which would be British Columbia, and they would 
allow a 75 per cent abatement in respect of the tax on the shares of this 
estate. Then presumably the representative of the estate would make sure 
that the shares were not transferred in British Columbia, which levies a tax 
at roughly 75 per cent of the federal tax, but would make sure he transferred 
them in a province where there was a tax that is equal to 50 per cent of 
the federal tax; that would be Ontario—or Quebec. In that case the tax he 
would pay to the province would be two-thirds of the tax that he would 
have paid to British Columbia. So he would get the higher federal abate- 
ment, but he would have paid the lower provincial tax. This would be unfair 
to the province of British Columbia. Either British Columbia would lose 
revenue or the federal Government would lose revenue. 

In any case, it would distort these federal provincial arrangements for 
sharing, as described a minute ago, including the payments of equalization, as 
well as tax abstention payments; and it is a tax payments avoidance device the 
provinces are particularly anxious should be blocked. 

The CHAIRMAN: I take it that this is intended to do the blocking? 

Mr. SMITH: Yes. 

Senator DavisEs: It is a bit complicated. 

Senator SmITH (Kamloops): Will this put a stop to the difficulty 
encountered in taxing estates in British Columbia that occurred some time ago? 

Mr. SMITH: I think I know the ones you refer to. The old amendment in 
1962 was designed to do that. The same problem arises with a smaller scope, and 
with fewer provinces involved today, because of the differential between 75 
and 50 per cent. The ones you are referring to had a differential of 50 per cent 
and nothing. 

Senator CRERAR: Do all the provinces levy estate taxes? 

Mr. SmitH: No; just the provinces of Quebec, Ontario and British Columbia. 
The other seven provinces share in the federal estate tax. 

Senator CRERAR: In those three provinces is the tax uniform? 

Mr. SMITH: In the three provinces, no sir, the tax is not uniform; although 
I understand that the provinces do have arrangements with each other to 
give a credit for a tax levied by the other. For instance, I understand that 
British Columbia would give a credit in respect of tax levied by the other 
taxing provinces, within certain limits. 

The CHAIRMAN: That is to avoid the imposition of double taxation. 

Shall the section carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Subsection 4 simply provides for the coming into force. 


Section 4 is a penalty section affecting statements that the executor may 
make. Have you any comment to make on that, Mr. Smith? 


Mr. SMITH: I am not sure that I can comment beyond what is in the 
explanatory note, Mr. Chairman. I could mention that, as Senator Lang 
_mentioned in the Senate chamber I believe, that this is similar to section 56(2) 
of the Income Tax Act, which has been accepted by Parliament for some time. 
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SSiaior Lane: Mr. Chairman, I wonder if Mr. Linton might explain why 
the present section has been found to be inadequate. 


_ Mr. Linton: Perhaps Mr. Gourlay is better equipped to answer that than 
Tarn. 

‘The CHAIRMAN: Mr. Gourlay, is not the answer that you have in the present 
act a civil penalty, and also for offences where people can be prosecuted for 
various mis-statements, etc., or things they do or do not do; but the civil 
penalty in the act is in relation to wilfully avoiding or attempting to avoid pay- 
ment of an amount; whereas this bill proposes a civil penalty in relation to: 


Every person who, knowingly, or under circumstances amounting 
to gross negligence in the carrying out of any duty or obligation imposed 
by or under this act, has made, or has participated in, assented to or 
acquiesced in the making of, a statement or omission in a return, state- 
ment or answer.... 


{ 30 they cover different things. 


_ Mr. J. L. Gourlay, Legal Division, Department of National Revenue: They 
: cover different things, Mr. Chairman; and also because the estate tax is only 
filed once, at the end of a person’s life it is very difficult to actually prove 
the necessary ingredient “wilfully”. The circumstances are such that in many 
‘cases you are dealing with elderly people who are completing this return, 
‘and it is very difficult to evaluate. We felt it was very difficult to prove the 
necessary ingredient to impose the penalty, and we would like a penalty a 
little wider but not quite as difficult to prove. 

The CHAIRMAN: You wanted a deterrent. 


Senator CRERAR: Am I to understand that if a person carelessly but not 
intentionally gave wrong information he would be penalized? 

The CHAIRMAN: No. 

Mr. Gour.Lay: No, I would not think so, sir. 

Senator CRERAR: Well, that should be clear. 

The CHAIRMAN: It says, “knowingly or under circumstances amounting 
O gross negligence;” so that is more than being careless. 

_ Shall the subsection carry? 

Hon. SENATORS: Carried. 

Subsection 2 is simply the coming into force date. 
Section 5 of the bill, Mr. Smith? 

Mr. Smitu: Clause 5 of the bill does for the tax on foreign estates what 
‘clause 3 of the bill does for the tax on domestic estates; that is, it changes 
the abatement from 50 per cent to 75 per cent on property situated in British 
Columbia. For example, there will be a 75 per cent abatement, for the estate 
of someone in Seattle who owns property in British Columbia. 

The CHAIRMAN: Shall section 5 carry? 

' Hon. SENators: Carried. 

The CHAIRMAN: Section 6 of the bill? 

7 Mr. SmirH: This is another relieving section, Mr. Chairman. Honourable 
senators will notice the change from $1,500 to $2, 500 in the amount that can 
be ‘transferred on notice but without consent in the case of, for example, 
_ deposit in the bank. In addition to that, there is added to the section 
iter relieving provision for money payable under a policy of sickness or 
ac cident insurance which can also be transferred without consent of the min- 
ister, to the value of $2,500. So this is purely a relieving section designed to 
elp the widow, for instance, when she is in somewhat straitened circum- 
inces after the death of her husband. 
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Senator FERGUSSON: Mr. Chairman, may I make a comment? The women’s 
organization will certainly be very gratified by this amendment because the 
brief they have presented to the Government pointed out that $1,500, which 
was the capital limit, was not in these days of high prices large enough to 
provide enough ready cash necessary for widows to continue living and paying 
their bills. I just want to say that I hope the other recommendations in some 
of these briefs will get the same sympathetic consideration. 

The CHAIRMAN: Shall this section carry? ; 

Senator LEONARD: Mr. Chairman, I gather that the experience of the 
department has been that there is very little loss of tax, if any, resulting from 
the exemption of $1,500. That figure is so designed to make sure that the limit 
is kept within reasonable bounds, and that there is no trickling away of tax- 
able assets. If that has been the experience do you not consider that the 
amount of $2,500 might very well be increased and there would still be no drib- 
bling away of taxable assets? 

Mr. Linton: It is hard to say where you cross the border in that respect. 
There is nothing magic about the figure of $2,500. It was thought that $1,500 
was too low under the present circumstances. Whether there would be any 
danger if it were raised to $3,000, I do not know. It is desirable to have some 
protection. I point out that the amount of $2,500 is in relation to each bank 
branch. If a man has six accounts in six branches he would have six times 
$2,500. 

Senator LEONARD: Or six assets. 

Mr. LINTON: Yes. 

Senator LEONARD: Perhaps the department might keep it in mind, and if 
there is still no loss of tax the amount might be increased from $2,500 in 
due course. 

Mr. SMITH: Perhaps I might add that the figure of $2,500 was suggested 
in a brief from the Canadian Federation of Business and Professional Women’s 
Clubs, and that figure was accepted. 

Senator LEONARD: Yes, and I am making another suggestion. 

Hon. SENATORS Carried. 

The CHatrMAN: Shall I report the bill without amendment? 

Hon. SENATORS: Agreed. 


The meeting thereupon adjourned. 
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Ext ity fam Hie Misuics of the Proceedings of the Senate, Wednesday, 


7, 1964. 
“Puy uant to ae Order of the Day, the Senate resumed the debate on the 
n of the Honourable Senator Hayden, seconded by the Honourable Senator 


*, P.C., for second reading of the Bill C-91, intituled: “An Act to amend 


45 : i come Tax Act”. 


Aft er debate, and— 
oT question being put on the motion, it was— 


“ tesolved in the Affirmative. 


ari he Bill was then read the second time. 


7 ie Honourable Senator Hayden moved, seconded by the Honourable 
1ator Crerar, P.C., that the Bill be referred to the Standing Committee on 


g and Commerce. 
he question being put on the motion, it was— 
solved in the affimative” 


ie 
a 
= J. F. MacNEILL, 
Clerk of the Senate. 
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REPORT OF THE COMMITTEE 


WEDNESDAY, June 3, 1964. 


The Standing Committee on Banking and Commerce to whom was referred 
the Bill C-91, intituled: “An Act to amend the Income Tax Act”, have in 
obedience to the order of reference of May 27, 1964, examined the said Bill 
and now report the same without any amendment. 


All which is respectfully submitted. 


SALTER A. HAYDEN, 
Chairman. 
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“manures OF PROCEEDINGS 


WEDNESDAY, June 3, 1964. 


1 Commerce met this day at 9.30 a.m. 


Present: The Honourable Senators: Hayden (Chairman), Aseltine, Baird, 
bien (Bedford), Beaubien (Provencher), Blois, Cook, Crerar, Croll, Des- 
: ault, Fergusson, Flynn, Gelinas, Gershaw, Hugessen, Irvine, Isnor, Lambert, 
pane, , Leonard, McCutcheon, McLean, Molson, Paterson, Pouliot, Reid, Smith 
ae amloops) , Taylor (Norfolk), Thorvaldson, Vaillancourt, Walker, White and 


sodrow. (33) 


bin attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
‘ ia el, 


-On Motion of the Honourable Senator Croll it was RESOLVED to report 
We Aleta that authority be granted for the printing of 800 copies in 
Mnglish and 300 copies in French of the proceedings of the Committee on 
Bill C-91. 


i, Bill C-91, intituled: “An Act to amend the Income Tax Act” was considered, 
cla use by clause. 
ay The following witnesses were heard: 


_ Mr. F. R. Irwin, Director, Taxation Division, Department of Finance. 


Mr. D. R. Pook, Chief Technical Officer, Taxation Division, Department of 
ational Revenue. 


: Mr. A. L. DeWolf, Legal Branch, Department of National Revenue. 


5 At 11.40 am. the Committee deferred further consideration of Bill C-91 
‘2 p.m. 


At 2.00 p.m. the Committee resumed consideration of Bill C-91. 


“The following witnesses were heard: 
| ‘The Hon. Walter Gordon, Minister of Finance. 


ak 1e Hon. C. M. Drury, Minister of Industry. 


_ On Motion of the Honourable Senator Leonard it was RESOLVED to report 
1 without any amendment. 


nea 45 p.m. the Committee adjourned to the call of the Chairman. 
i Attest. 
i F. A. Jackson, 

Clerk of the Committee. 
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Pursuant to adjournment and notice the Standing Committee on Banking | 


THE SENATE 


THE STANDING COMMITTEE ON BANKING AND COMMERCE 
EVIDENCE 


OrtTawa, Wednesday, June 3, 1964. 


if 


The Standing Committee on Banking and Commerce, to which was referred 
Bill C-91, to amend the Income Tax Act, met this day at 9.30 a.m. 


‘Senator Salter A. Hayden (Chairman) in the Chair. 


The committee agreed that a verbatim report be made of the com- 
mittee’s proceedings on the bill. 


The committee agreed to report, recommending that authority be 


granted for the printing of 800 copies in English and 300 copies in 
French of the committee’s proceedings on the bill. 


The CHAIRMAN: We have a quorum. We have two bills before us this 
orning, one of which is carried forward from the last meeting. We have Bill 
'S-22 to amend the Companies Act and we have Bill C-91 to amend the Income 
Tax Act. Subject to what the committee may say, I propose we proceed with 
the Income Tax Act first. 

Hon. SENATORS: Agreed. 


The CHAIRMAN: We have here Mr. F. R. Irwin, Director of Taxation, De- 
partment of Finance and Mr. D. R. Pook, Chief Technical Officer, Taxation 
Division, Department of National Revenue. We are not sure if Mr. Harmer will 
_be here. 

- Honourable senators, I propose we proceed section by section. Is that agree- 
able? 

Hon. SENATORS: Agreed. 

The CHAIRMAN: Would you commence, Mr. Irwin, with Section 1? 


; nan, and honourable senators, if you wish I will try to give a short word of 
explanation about each clause or subclause. 

~_In looking at subclause (1) to Clause 1, I suggest you might at the same 
time look at subclause (5) of Clause 3, because the two deal with the same 
matter. 

The CHAIRMAN: They are on page 4 of the bill. 

Mr. Irwin: Subclause 5 of Clause 3 provides that amounts paid by a tax- 
payer in connection with a notice of objection or an appeal from a tax assess- 
ment may be deducted as an expense. Clause 1 provides that if expenses have 
been deducted in connection with a court case and the court then awards costs to 
‘the taxpayer, the taxpayer must take those costs that have been awarded to 
him into income, if he is going to deduct costs or expenses incurred by him 
a connection with the appeal. So he will be able to deduct only the net expenses 
in connection with the appeal. 

The CHAIRMAN: Shall subclause (1) of Clause 1 carry, and also subclause 
5 on the top of page 4? 


Mr. F. R. Irwin, Director of Taxation, Department of Finance: Mr, Chairman, 
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Senator LEONARD: Just a moment, Mr. Chairman. We are bringing in sub-| 
clause 5 of Clause 3. I wonder whether the words in it narrow the taxpayer’s 
right to deduct expenses by confining them just to the words “preparing, 
instituting or prosecuting an objection”. Would a taxpayer have other expenses 
which normally one would think would be allowable with relationship to his 
assessment for tax which now would be disallowed because those expenses 
must come strictly under this description. 


The CHAIRMAN: What you mean, senator, is that if there were an indica- 
tion from the department, for instance, that they were going to add to your 
income as declared, or even if they had made an assessment and you had gone 
down to them and discussed it with them but had never made an objection? 


Senator LEONARD: Or if you got an opinion before you had got through the 
question of an objection or an appeal in relation to it, normally one would 
expect that that type of expense would be allowable. As far as I know, it has 
been allowable. If a question is raised in connection with income tax, you go 
and get an opinion, that is an expense you charge up against your taxable 
profits. Up until now I will assume that was allowed. Now, you put in certain 
wording, because of a question that has arisen with respect to the allowance 
of taxes when you come to an objection or to an appeal, and you specifically 
state those expenses will now be allowed. Have you in spelling it out caused 
the question to arise that unless you come strictly within the wording with 
respect to a dispute as to a tax—have you eliminated other costs or expenses? 

Mr. IRwin: We had not foreseen this amendment as reducing a taxpayer’s 
right to deduct expenses in any way. Mr. Pook may want to speak to this. 
I understand there is no intention to change— 


Senator LEONARD: Clearly any expenses that have been allowed hitherto 
are still allowable, is that the situation? 


Mr. D. R. Pook, Chief Officer, Taxation Division, Department of National Revenue: 
That is right Senator. The object of this is to carry on allowable expenses from 
the point where we used to cut off. 

Senator LEONARD: I think that clears the point. It is on record now that 
it is not restrictive in any way. 


The CHAIRMAN: Shall these two items Carry ? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Then subsection 2, which is only the coming into force 
date of the application of the amendment. Is that carried? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Section 2, Mr. Irwin? 

Mr. IRwIN: It adds a new paragraph (ba) to provide that payments — 
received by Canadian residents from the federal Republic of Germany or 
from another governmental body in Germany, as compensation for persecu- 
tion by the National Socialist regime shall not be included in completing the 


taxpayer’s income, provided that these payments are not subject to income 
tax under the Income Tax Act of the federal Republic of Germany. 


The CHAIRMAN: Mr. Irwin, supposing they were subject, the person receiv- 
ing that would be entitled to a deduction? 


Mr. IRWIN: Oh, yes. 
Senator REID: How many cases are there of that kind now? 


Mr. IRwIN: We do not think there are many cases, Senator, but where 
this does exist a hardship may occur, I understand that the department has 
. not taxed these payments where they were made as lump sum payments, and 

I think a great many of these payments were in that category. 


cee 7, a : Y, Wl ~ . y , 
CHAIRMAN: This would cover them even if they were annual 


Fatt 


. IRWIN: This is intended to cover the annuity type of payment. I 
: the annual type of payment is not taxed, but if there is any doubt, I 
1d think they would— 

- Senator Motson: May I point out Mr. Chairman, that I believe (ba) was 
nentioned; it should be (fa). 
4 z The CHAIRMAN: Yes, does that carry? 

Hon. Senators: Carried. 


The CHAIRMAN: Section 3, Mr. Irwin? 


Mr. Irwin: Subclause 1 merely changes the expression ‘60 day” to read 
“120 days”. This extends the period within which the employer may make 
his payment into an employees’ pension fund. Some employers base part of 
their payment into an employees’ pension fund upon the amount of their 
profits for the year, and it was represented to the Government that 60 days 
6 id not give employers in every case a chance to compute their profits and 
‘make the payment. So the period was extended to 120 days, which brings it 
into conformity with the date allowed in connection with deferred profit 
sharing plans. 


ral 


The CHAIRMAN: Does the subclause carry? 
_ _ Hon, SENATORS: Carried. 
The CHAIRMAN: Subsection 2? 


a 

Mr. IRw1n: Subclause 2 is a complicated amendment, because it does 
three things. First, it closes a loophole existing under the present wording. 
Second, it provides that an amount may not be deducted twice. Third, it 
broadens the rules for deduction of contributions in respect of services in 
‘past years. The first change I referred to, which closes a loophole, is considered 
necessary because the law now says a taxpayer may make contributions in 
respect of past years while he was not a contributor. It was suggested that 
the wording of the law at present would permit a taxpayer to keep on year 
after year contributing and deducting an amount in respect of only one or 
two years in the past while he was not a contributor. The amendment is 
intended to provide that he may make contributions in respect of only so 
many years as existed during which he was not a contributor. 


The CHAIRMAN: And during which he was an employee but not a con- 
tributor? 

Pay! 

a _ Mr. Irwin: Yes. The second part of the amendment is merely to make 
eertain that a taxpayer cannot deduct an amount under two headings of the 
_ Income Tax Act. The third change broadens the rules concerning the deduction 


of amounts contributed by employees in respect to past years. At present the 


‘ 
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g aw allows an employee to make contributions in respect of past years while 
he was not a contributor and also allows him to make contributions in respect 
of past years while he was a contributor; but he may not do both. The amend- 
ment will permit him to make contributions in respect of past years while 
he was a contributor as well as making contributions in respect of past years 
while he was not a contributor. The intent is to give a little more flexibility 
to the employee who wants to make contributions in respect of previous 
periods of employment. 

nis The CuHairMAN: So as to build up his ultimate reward in the way of 


ie i 
iy Mir IRWIN: Yes. 
The CHAIRMAN: Any questions on this? Shall the subparagraph carry? 
ork 
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Hon. SENATORS: Carried. 

The CHAIRMAN: Subsection 3, on the top of page 3 of the bill, deals with 
tuition fees of students. 

Mr. IRwIn: This extends the present right to deduct tuition fees to include 
tuition fees paid by part-time students. 

The CHAIRMAN: And also students in full time attendance at a university 
outside of Canada? 

Mr. IRWIN: That is in the present law, sir, and that deduction continues; 
but for tuition fees paid to educational institutions in Canada the fees no longer 
have to be paid for full-time instruction. 

The CHAIRMAN: May I call to the attention of the committee that (qb) 
is being repealed. The new (qb) talks about being in ‘full-time attendance 
at a university outside Canada in a course leading to a degree,”. Are you 
suggesting that “in Canada” in the context in the statute is limited only to 
“in full-time attendance at a college or other educational institution in Canada”, 
and that reference to full-time attendance at a university and leading to a 
degree can be a university anywhere in the world? 

Mr. Irwin: It is my understanding that they have allowed the deduction. 

The CHAIRMAN: Any question on this? Shall the subsection carry? 

Hon. SENATORS: Carried. 

The CHaIrMAN: Now we have subsection (4). 

Mr. Irwin: Subclause (4) is another amendment to prevent double deduc- 
tion of transfers from one kind of retirement plan to another. 

The CHAIRMAN: Could you illustrate? 

Mr. Irwin: This amendment is necessary because section TI (1) (1) of? the 
act provides a deduction for amounts paid in the year, or within 60 days after 
the end of the year, where these are transfers from a pension plan to another 
pension plan, or they might be from a deferred profit-sharing plan into a pension 
plan. Because this transfer may be made within a taxation year, or within 60 
days thereafter, the possibility arose that a taxpayer might deduct it not only 
in the year for which he was filing his return but also in the following year. 


Let me give an example. Suppose he had made this transfer in the 60-day 


transfer had taken place in 1965, take advantage of these provisions in 1965. 


The amendment is intended to prevent this double application of the benefit 
provided by the law. 


The CHAIRMAN: You cannot carry it back and carry it forward if you make 
the payment after the end of the year? 


Mr. Irwin: Yes. 

The CHarrMAN: Carried? 

Hon. SEnators: Carried. 

The CHAIRMAN: Subsection 5 we have dealt with. Then subsection 6. 


3 Mr. Irwin: This amendment merely adds the underlined words which refer 
to “an agreement for sale”. The paragraph being amended deals with the situa- 
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‘stated, and some adjustment should be made. The adjustment takes the form 
of allowing the taxpayer to deduct the loss realized on the sale of the mortgage 
_or hypothec. All this is already in the law. All the amendment does is add the 
words “an agreement for sale” to the section so that it will apply to that kind of 
security. 

q The CHAIRMAN: Carried? 

I Hon. SENATORS: Carried. 

The CHAIRMAN: Subsection 7 at the bottom of page 4. 


| Mr. Irwin: This clause is consequential upon the amendment provided by 
clause 3(2), which I described, where an employer is making contributions in 
respect of services in past years. The law has provided that if an employee 
makes a contribution in a year in respect of past years which is in excess of 

the $1,500 limit for that year he may carry the extra forward. It is necessary 
to amend that provision because of the amendment provided by subclause (2) 
of clause 3. 

The CHAIRMAN: He is still in the position where he can make up to $1,500 
of a contribution for past service and $1,500 for future service, and in years in 
which he does not make that amount he can pick that up in a subsequent year. 

Mr. Irwin: He has to make the contribution in a year. Then if that exceeds 
his limits for that year, the extra may be carried forward. 
| The CHAIRMAN: The law still is, if he makes a contribution less than $1,500 
_ in respect of past service or future service, if he has room in the next year, or a 
- succeeding year, he can pick that up, to the extent of the limit of $1,500. If last 
_ year, for instance, I contributed $750 for past service and $750 for future service, 
- in the next year I could go to $1,500 in each year to carry that forward—is that 
right? 

Mr. Irwin: I would think so. This would depend on the pension plan itself 
agreeing to this. 

q The CHAIRMAN: Maybe it was not a fair question. 

i Senator CROLL: Mr. Chairman, the question occurs to me, and has bothered 
me for some time, so I will ask it now: we have heard a great deal of talk 
about pension plans here. What department of Government is responsible for 
_ assuring themselves that the money put into the pension plans is there in the 


- pension plans, and that no one can reach for it and no one is dipping 
into it? 

Mr. Irwin: At the present time I cannot assure you there is a depart- 
ment of Government ensuring that pension plans manage their affairs or their 
investment policy as prudently as some people think they should. This is a 
; problem which has received the attention of the groups looking into pension 
_ plans in Ontario. I think it is mentioned in their report. I know it is a subject 
| of interest and concern to the Government of Canada, but the pension plans 
are still a matter for the employer and his employees. True, they do have to 

meet certain requirements if contributions to those plans are going to be 
_ deductible for tax purposes, but I think some people have expressed doubt 
. that the federal Government has the constitutional authority to step in and 
i tell an employer and his employees how they shall invest their funds and 
~ what they shall do in matters which are entirely concerned with the adminis- 
~ tration of their own pension plan. 

Senator CROLL: What government authority is it suggested has that right? 

3 The CHAIRMAN: The provincial. 
Mr. Inwin: I would think the provincial governments would have that 
right. 


= 
+ 


12 STANDING COMMITTEE) (4, )a0\h 7 ae Me 


Senator LEONARD: There was what was called a blue book which was 
compiled to give certain regulations with respect to pension plans to qualify 
as an approved pension plan for deductions for income tax purposes. 

Mr. Irwin: There was a set of instructions or ministerial regulations out- 
lining the requirements pension plans must meet if they were going to be 
accepted for registration for income tax purposes. That book was withdrawn 
a number of years ago. Pension plans still have to be accepted for registration — 
before employer and employee contributions thereto can be deducted for in- 
come tax purposes. But the role of the Department of National Revenue here 
is to ensure that the deductions claimed by employers and employees are 
warranted and that they are within the provisions of the income tax law. 

Senator LEONARD: Since that was withdrawn there is now ho compilation 
of the requirements in order that the plan may qualify? 

Mr. IRWIN: No, sir. 

Senator MouLson: Do not pension plans have to file an annual statement 
with the Superintendent of Insurance? 

Mr. Pook: A pension plan as such would not file an annual return. It 
depends whether it is a trust or whether it is an insured plan. 

Senator MoLson: I am sorry I did not hear you. 

The CHAIRMAN: He said it depends whether a plan is a trustee plan or 
an insured plan. Certainly if it is an insured plan there would be no return. 
If it was a trustee plan the trustees would have an obligation to make a 
return. 

Senator MoLson: To whom? 

The CHAIRMAN: They would have to make a return on their operations 
in order that the deductions on the plan might apply. 

Senator McCuTCHEON: They would make no return. 

Mr. IRwin: They can be required to file a return but it is not automatic 
since they are not taxable. — | 

Senator CROLL: The plan, as I understand it is approved by the federal — 
Government through one of its departments. 

Mr. Irwin: It is not approved but it may be accepted for registration for 
income tax purposes. 

Senator Crotu: And from then on you lose all contact with it? You lose 
all contact with it and for all purposes it then comes under the supervision, 
if any, of the provincial governments. 


However, I will agree that the Department of Nationa] Revenue is not charged 
with the responsibility of overseeing its activities year after year. 


Senator CROLL: As far as you know no provincial government has taken 
any action with regard to these pensions up to the present time? 


Mr. Irwin: I am not too well informed about the provincial action in this 
field, but I don’t know of any action taken. 


Mr. A. OF Crysler, Legal Secretary, Board of Trade of Metropolitan Toronto: In 
the Ontario Pensions Benefits Act which at the moment is not yet in force 
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aug ‘he EEN 0 Is that a ener act or is it in relation to the contemplated 
ns nsion plan of the Ontario Government? 

5 * Mr. CRYSLER: Originally you are correct, sir, but there have been certain 
developments since and certain amendments have been made to that act 
and perhaps I am expressing a personal idea here but I understand that will 
be an act which eventually will apply to pensions other than those directly 
administered by the state. 

; Senator CROLL: I come back to where we were a few moments ago, that 
i nothing at the moment has been done by any provincial government to the 
knowledge of the governmental officials with respect to the solvency of these 
_ various pension plans. 


| Mr. C. L. King, Canadian Institute of Chartered Accountants: The Government 
of the Province of Saskatchewan requires a very detailed report from pension 
plans and pension plan trustees including the filing of all documents and 
reports of its operations. 


| The CHAIRMAN: Do they require an actuarial report on its solvency? 
Senator CROLL: Is that anually? 

Mr. Krnc: I am not sure if it is every three years or every five years. 
The CHAIRMAN: Any other questions? Does this subsection carry? 

; Hon. SENATORS: Carried. 


The CHAIRMAN: Subsection 7—we have carried it all. Then on the bottom 
_ of page 5, subsection 8—this is simply the coming into force date of the various 
_ sections with which we have been dealing. 


Hon. Senators: Agreed, carried. 
| The CHAIRMAN: Then section 4 on page 5 of the bill. This is a consequen- 


me at ea Te 


tial amendment. 


Mr. IRwIN: This repeals subsection 3 in section 12 of the act and is conse- 
— quential upon the amendment to be added in clause 5. That is where the new 
section 18 is found. 


The CHAIRMAN: Shall this carry? 
Hon. SENATORS: Carried. 


The CHAIRMAN: That deals with subsections 1 and 2. Now we come to 
subsection 3 of section 4 of the bill. 


Mr. Irwin: This is a transitional provision to explain the necessity for the 
_ subclause. I should explain that under the present provision of section 12 sub- 
section 3 where a taxpayer is on an accrual basis and where he has an amount 
_ owing to someone else, with whom he is not dealing at arm’s length, the law says 
an amount charged or showing as owing may not be deducted unless it is actu- 
ally paid by the end of the following year. However, if it should subsequently be 
paid in the third, fourth or tenth year it may be deducted in that year. This 
provision which was intended, in part at least, to block a loophole has also 
opened the way for some abuse because it permitted a taxpaper to arrange 
to make and deduct certain payments when it suited him best. For example, 
-a subsidiary company in one of the designated areas, subject to the three year 
tax exemption, might find it to its advantage not to make any payments or claim 
pany deductions in the three year period, but to claim in another year when it 
was to its advantage. Because of this difficulty the present section 12, sub- 
section 3 is being repealed, and is being replaced by new rules. However, there 
will be some instances, I think, where payments have been charged on a tax- 
-payer’s books and not yet paid. Now that taxpayer will have been denied 
it deduction since it was not actually paid within the time limit provided 

in the present law, but that taxpayer would also expect to be able to deduct 


14 STANDING COMMITTEE 


those payments when subsequently made. Subclause 3 says where there is 
such an amount outstanding the taxpayer may deduct it if the amount is paid 
before 1967. 

The CHAIRMAN: There is some hardship in that, I would think, Mr. Irwin, 
because the act may have been set up under the law when it was perfectly all 
right to carry on in that way, even when there was a long arm relationship, 
as long as you could deduct the payment when you made it. I can see there 
may be progressive payments over five or ten years which, in this situation, 
are deductible only when they are paid. You are now putting a limit, and if 
you don’t revise the schedule of payments so as to take care of these outstanding 
items, and if they are not paid by 1967, no matter when they are paid they are 
not deductible. Is that correct? 


Mr. Irwin: That is correct, sir. On the other hand, it was believed by the 
Government that there should be some finality to this; that some cut-off date 
had to be established, and it seemed at the time that this was being prepared, 
at any rate, a reasonable period. 


The CHAIRMAN: Carried? 
Hon. SENATORS: Carried. 


The CHAIRMAN: The substance is in section 5 which creates the new sec- 
tion 18. Is that right? 


and sign an agreement that the amount has been converted into a loan—that 
is, it is deemed to have been paid and loaned back to the taxpayer. 


The CHAIRMAN: In which event, the deduction stands? 

Mr. IRWIN: Yes, sir. 

The CHAIRMAN: Carried? 

Hon. SENATORS: Carried. 

The CHAIRMAN: That takes us halfway down page 6. Subsection (2) is 


simply the date of coming into force. That is, it is applicable to an outlay or 
expense incurred in 1964 or subsequent years. Carried? 


Hon. SENATORS: Carried. 
The CHAIRMAN: Section 6 of the bill? 


Mr. IRWIN: Subclause (1) adds two new paragraphs. The new paragraph 
(1) is similar to the amendment we looked at in subclause (6) of clause 3. It 
adds the underlined words “agreement for sale of or”. This particular amend- 
ment deals with the situation where a mortgage or an agreement for sale is 


The CHarrman: Yes, this became necessary because you had a court deci- 


sion to the effect that the sale of an interest in a partnership was not a sale of 
the assets of the partnership? 
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Bee ‘The Deon This is ee overcome the implications of that decision? 


_ Mr. IRWIN: Yes. 


_ Senator LEonarD: This requires an evaluation of the depreciable assets in 
‘ ele ation to the total interest sale? 


_ The CHAIRMAN: Either an evaluation, or the agreement should allocate 

various portions of the price to the various types of assets being sold. 

Senator LEONARD: Yes, that is what I mean. 

The CHAIRMAN: Yes. Shall this subsection carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: And subsection (2), the date of coming into force? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Section 7? 

Mr. Irwin: This will permit a taxpayer to claim his brother or sister as 

a dependent for income tax purposes, if the brother or sister is a dependent 

and is in fulltime attendance at a school or university. At present a taxpayer 

may claim a deduction for his adult brother or sister only if he or she is 

dependent by reason of mental or physical infirmity. 

The CHAIRMAN: Carried? 

Hon. SENATORS: Carried. 

3 The CHAIRMAN: Section 8 of the bill, on page 8. This is the provincial 

_abatement feature is it? 

Senator McCutTcHEoN: This is the family allowance. 

The CHAIRMAN: Oh, yes; I am thinking of section 9. 

| Mr. IRWIN: This is an annual amendment which provides that the parents 

who receive family assistance shall be treated for income tax purposes as if 

the children were in receipt of family allowances. 

The CHAIRMAN: Carried? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Section 9 is the one dealing with provincial abatement? 

Mr. IRWIN: Yes, Sir. This provides that the abatement in 1965 shall be 

£21 per cent instead of 19 per cent, and that the abatement in 1966 shall be 

24 per cent instead of 20 per cent. 

The CHarrman: Carried? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Section 10? 

: Mr. IrRwIN: This substitutes the underlined words for the words “a tax- 
payer”. This is an amendment for clarification. The section being amended 

permits a taxpayer to elect an averaging formula for a certain kind of income. 

It was never intended that this formula would apply to a corporation or a 
trust, but there was some doubt under the existing wording, so this is intended 

to make it clear that it is available only to an individual other than a corpora-~- 
tion, trust or estate. 

‘The CuarrMan: Carried? 

Hon. SENATORS: Carried. 

The CHarrmMan: Section 11 of the bill? This is at the top of page 9. 

a Mr. Irwin: This is to delete the reference to section 40A. This is an amend- 

ment which was inadvertently omitted last year. Section 40A was repealed 

in 1963. 

‘The CHaIRMAN: Yes. Carried? 
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Hon. SENATORS: Carried. 
The CHAIRMAN: Section 12? 
Mr. Irwin: This deals with the rate of tax on non-resident owned invest- 
ment corporations. 
| Senator McCuTCHEON: That is changing what was done last year, bringing 
it up to where it stood before? 

Mr. IRWIN: Yes, Sir. 

The CHAIRMAN: As and from January 1, 1965? 

Senator McCUTCHEON: Yes. It is 15 per cent now. 

Mr. IRWIN: Yes. 

Senator McCutTcHEON: This merely continues it? 

Mr. IRwIn: Yes, Sir. 

The CHAIRMAN: Well, it was going to be 20 per cent starting on January 1, 
1965. This eliminates that provision. 

Senator McCutTcHEON: A lot of people never thought it would be 20 per 
cent. 

Senator LEONARD: This is making prophets out of some people. 

The CHAIRMAN: Yes, this is establishing our reputation as seers and 
prophets. 

Senator MCCUTCHEON: Yes. 

Hon. SENATORS: Carried. 

The CHAIRMAN: Section 13? 


Mr. IRWIN: Subclause (1) of this clause is intended to clarify one of the - 


requirements which must be met in order to qualify as a manufacturing or 


processing business for purposes of the designated area program. One of the > 
requirements is that net sales from processed or manufactured goods must — 
equal 95 per cent of gross revenue, and ‘‘net sales” are defined to exclude certain — 


rebates. This amendment is to provide that this exclusion or deduction for 
rebates shall apply both to net sales and to gross revenue, so that the formula 
will be more fair. 


The CHAIRMAN: Otherwise you were locked into a spread of 5 per cent > 


only. Is not that it? 
Mr. IRwIn: Yes. Under the present law this requirement might be very 
restrictive in certain cases. 


The CHAIRMAN: Yes, because the net sales were defined as being the gross 
revenue less a considerable number of deductions? 


Mr. IRWIN: Yes, sir. 


carry? 
Hon. SENATORS: Carried. 
The CHAIRMAN: Subsection (2), which is at the top of page 10? 


Mr. Irwin: This extends the period within which any manufacturing or , 


processing business in a designated area may qualify. 


Senator McCuTCHEON: In this connection, Mr. Chairman, may I say that 


I am sorry I was late. I stayed to the end of the breakfast. 
The CHAIRMAN: I did not. 


Senator McCuTCcHEOoN: I missed whatever may have been said aun the — 
opening few minutes of this meeting. Is it proposed that the minister be with 


us to deal with any of these sections? 


The CHAIRMAN: What I had in mind, subject to the committee’s view, is 
that if there are any points that develop on which it is felt that the committee 


The CHAIRMAN: That is section 13(1) of the bill. Shall this subsection 
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Ww : Gaeae ike ve nese Le minister then we should accumulate them. However, 
h re shi 10uld be some indication from the committee as to this as we go along. 


“Senator McCuTcHEon: I think the committee might be interested in hearing 
re m the Minister of Industry as to what has taken place to date with respect 
2a whole group of sections relating to designated areas. I forget the terms, 
, I think the committee would like to know what certificatees have been 
is ed, what aplications for certificates have been received, in what areas, for 
Ww Phat amounts, and so on. 


_ The CHAIRMAN: If it is statistical information that you wish then I think 
tI his witness can give it to you. Is that right, Mr. Irwin? 


Mr. Irwin: Within certain limits, sir. I have some information which I 
re ceived from the Department of Industry. The Hansard for the House of Com- 
mons of Wednesday, May 27, at page 3644 contains an answer, where it states: 


oe 


4 ri: Since this legislation was enacted on December 5, 1963, and up to 
: date May 25, 1964, 60 new processing businesses have declared their 
intention to establish in such a manner as to benefit from the designated 
area tax incentive program. 


The planned employment reported by the new businesses is 5,215, 


am informed by the officials of the Department of Industry that over 200 
inquiries have been received by the Department of Industry. 


a The CHAIRMAN: How many certificates have been applied for? Have you 
thata information? 


§ _ Mr. IRWIN: They will probably have very few applications for certificates. 
T! e department cannot issue a certificate until it has been established that the 
business is in commercial production and I think it can only certify that a 
business is a new manufacturing or processing business after the end of its 


I f 
; cA 


- The CuarrMan: That is why we are making an amendment this year so 
s to provide also for a notice of intention. Is not that right? 


_ Mr. Irwin: I am informed that several new manufacturing or processing 
businesses are already in production even though this law only became effec- 
tive on December 5, 1963. 


Senator McCutcueon: I still think it would be helpful if the minister 
could speak to this rather than Mr. Irwin. My view is that these sections gen- 
eral y, this type of incentive so-called, generally results in a windfall to 
Or panies who would have gone ahead with what they were doing, whether 
e section is there or not; and I do not think that is a matter that Mr. Irwin 
would want to discuss. 


if The CHAIRMAN: I am not trying to impede your desire for information, 
sene tor. I would like to see it 150 per cent satisfied. I am wondering how we 
. get evidence from any departmental officer that certain people who have 
er engaged or who have located in a designated area were going to locate 
a anyway. 

_ Senator McCutcHeon: I do not think we can get that information from 
1y person but I suggest that if we knew who the people were that have 
and where they have located, many of us could come to a judgment 
on the matter. 

The CHAIRMAN: I would think that until the certificates were actually is- 
sue d we might not be able to get the information. 


Senator McCutcHEon: May I ask if any certificates actually have been 
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Mr. Irwin: I cannot answer that, sir. The information I have from the 
Department of Industry is that some new manufacturing or processing busi- 
nesses are already in production. I do not know whether the Department of 
Industry has given them certification that they have come into commercial pro- 
duction on a given date. 


The CHAIRMAN: We can check on that. 


Mr. Irwin: I might add, if I may, that it is my understanding—and this 
is based on what I have heard from officials of the Department of Industry— 
that they believe they are restricted in the information they can give about 
particular taxpayers and the intentions expressed to put particular businesses 
in designated areas. It may be a matter of some importance to a business that 
its intentions to proceed in an area be not known too early. 


Senator McCutTcHEoN: I can appreciate that, Mr. Irwin. That is the point 
the Minister of Finance made when he drew back from his first suggestion 
that he would give names; but where persons are already in commercial pro- 
duction there should be no objection to our being given the names and locations. 


The CHAIRMAN: I have made a note here to ascertain whether any certifi- 
cates have actually been issued. If they have, I think we are entitled to get 
the information. 


Senator McCuTcHEON: Can we not go a little further and get information 
about the firms which Mr. Irwin says he is advised by the departmental offi- 
cials are not now in commercial production, even though, because of the pro- 
visions of the act, the actual issuance of the certificate is delayed. . 


The CHAIRMAN: Let us take that carefully. It does not follow that because 
a corporation is in commercial production or is in what is a designated area, 
that it is going to apply for a certificate or that it is operating in such a manner 
that it would be entitled to apply for a certificate. . 


Senator McCuTCHEON: The whole purport of the minister’s answer was 
that he was familiar with a great many firms and that some of them are now 


in commercial production. | 


The CHAIRMAN: Those are two headings—have any certificates actually 
been issued; and is there any new operation now in a designated area? q 


Senator McCutcHEon: If there is a new operation in any form there, 
presumably there is an intention to take advantage of the tax abatement. 

The CHAIRMAN: We will have to get in touch with the Minister of Industry. 
Subject to that, does subclause 2 on the top of page 10 carry? 

Hon. SENATORS: Carried. 


Mr. IRWIN: Subclause 3 makes a technical change in the rules for deter- 
mining if a new business is being carried on in a designated area. The law a’ 
present requires that two conditions must be met before a business will b 
considered as being carried on in a designated area. 

Briefly, those two requirements are: (1) Ninety-five per cent of all the 
machinery, equipment, other than delivery equipment, and buildings owned 
or leased by the person and used in the business, must be situated in the 
designated area; and (2) Ninety-five per cent of the machinery or equipment 
owned or leased by the person and used in the business must be acquired 
before June 13, 1963 and be previously unused. 

Senator McCuTcHEon: Must be acquired after. 


Mr. IRWIN: I beg your pardon—must be acquired after. In order to apply 
these rules, it is necessary to place a value on the assets in question. The 
present law refers to capital cost. Capital cost has a special meaning in Sectio 
20 of the Income Tax Act but those rules are not applicable to Section 71A 
Moreover, the use of the expression “capital cost’? made it possible for tax- 
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> qualify pee he 7 aequivizig any substantial amount of new assets in 
é ignated area. There might, for example, be an arrangement between 
rent company and a newly established subsidiary in a designated area, 
- which assets worth substantial amounts of money would be sold to the 
b: idiary for, say, $100. The subsidiary then would only have to acquire 
; veral hundred dollars worth of new machinery in order to meet the test 
ith at 75 per cent of its equipment was new. 


Senator McCutTcHEon: It might transfer it at its then capital cost, which 
m oe be then very low, for used equipment, and put it on its books at the 
same value. As a matter of fact, between a parent and a subsidiary, for capital 
ost purposes, you would not do it the other way. So this is just closing a 
oophole. 

sy The CHAIRMAN: Except for the qualification in the original section “and 
ha 1d been used for any purpose whatever before June 14, 1963”. 


a Senator McCuTcHEON: Ninety-five per cent. But suppose I have a very 
old piece of equipment which I have written down to $1, I transfer it to my 
subsidiary for $1. 


The CHAIRMAN: It is much easier to meet the 95 per cent rule then? 
Senator McCutcHEon: Very much so. 

‘The Cuarrman: Shall subsection 3 carry? 

s Hon. SENATORS: Carried. 


The CHAIRMAN: Subsection 4, I take it, Mr. Irwin, is simply a determina- 
tion of value; and I think you have coupled that with your explanation? 


Mr. IRWIN: Yes. 
The CHAIRMAN: Shall subsection 4 carry? 
Hon. SENATORS: Carried. 


_ The CHAIRMAN: Subsection 5, on page 11 of the bill, deals with Notice of 
intention. 

_ Mr. Irwin: The purpose of this amendment is to provide for the situation 
where an area which is now designated might in the future cease to be a desig- 
nated area. It is intended to protect the taxpayer who has made plans to pro- 
ceed in an area that is now designated and to ensure that he will not lose the 
be efits he had counted upon if the area should cease to be designated in the 

future. 


The CHAIRMAN: Then you have the rules for interpretation. Any ques- 
; tions? 

Senator McCutTcHEon: I would like Mr. Irwin to run over this rule; I 
“a pod like an explanation. 


Mr. Irwin: The new paragraph (7) permits a taxpayer to file a notice of 
ir ee and the new paragraph (8) provides that if a certificate was issued 
du ring a period when an area was designated or a notice of intention was filed, 
a 4S now provided in paragraph (7), that area shall continue to be regarded as 
abeienated area with respect to that business. It is also provided that the 
area shall continue to be regarded as a designated area if a business com- 
enced manufacturing or processing in reasonable commercial quantities be- 
fore the area ceased to be designated, or within twelve months thereafter. There 
a further provision to cover the business which had signified its intention 
‘proceeding, but which had not come into commercial operation before the 
ea was designated and had not come into commercial operation within a 
r after it ceased to be designated. In this case, the minister must be satis- 
that the taxpayer had made substantial progress towards getting into 
duction before the area was designated and had proceeded with—I think 
expression is— 


20 STANDING COMMITTEE 


The CHAIRMAN: You mean before the area had ceased to be a designated 
area? 

Mr. IRwIn: Yes, if it had made preparations before the area ceased to be 
a designated area, and after the area ceased to be designated had proceeded 
with reasonable expedition to cause the business to commence manufacturing 
or processing. 

The CHAIRMAN: Shall the subsection carry? 

Senator McCutcHEon: No, Mr. Chairman. I would like to discuss that sub- 
section with the minister. I am concerned about the discretionary powers there. 

The CHAIRMAN: Do you mean, with the Minister of Industry? 

Senator McCutcHEon: In this case, yes, the Minister of Industry. 

The CHAIRMAN: To discuss with the Minister of Industry as to subsection 
(7) of section 13. Do you want this section to stand, or shall we carry it? 

Senator McCutTcHEon: If the minister is going to come, I think it would 
be as well to stand the section. 

The CHAIRMAN: Subsection 5 of the bill, the new subsection (7) of the 
act, stands. 

Senator MCCUTCHEON: Yes. 

The CHAIRMAN: Then we can defer the coming in force date of this sub- | 
section too, until you hear the minister? 

Senator McCuTCHEON: Right. 

The CHAIRMAN: So we now go to section 14 of the bill. 

Senator CRERAR: Before you go to section 14, Mr. Chairman, may I make — 
a comment? There is a lack of clarity in some of these sections. Subsection (7) — 
of section 13 affords a good illustration of what I mean. On the fourteenth line ~ 
we find “ceased to be a designated area it shall,”. You have to do down to 
line 32 to find out what “shall” refers to. All I have to comment is that that — 
is very clumsy construction. I would offer the suggestion that the departmental | 
officials or someone should be able to state these matters in a much more in- 
telligible form, so that the ordinary layman can follow it. It is all right for} 
expert lawyers like Senator McCutcheon or Senator Hayden. . 

Senator McCuTcHEON: Do not include me in that category. 

Senator CRERAR: They are accustomed to thinking out these things. 

The CHAIRMAN: The only comment I make, Senator Crerar, is that many 
sections in the Income Tax Act are really complicated, and this one by compari- 
son, if you put it beside those sections, would be the essence of simplicity. That 
is only a comment. 

Senator LEonNaRD: Has Mr. Irwin the present list of designated areas? 


The CHAIRMAN: That was given when the bill came in last year, but still 
remains the same. . 


Mr. IRwIn: It is the same list. I am sorry that I have not that list with me. 
The CHAIRMAN: We now proceed to section 14 of the bill, on page 11. 
Mr. IRwIN: It deals with scientific research, and the new subsection is to 
provide that expenditures of a current nature for scientific research carried 
on outside Canada shall be deductible in computing income if the research is 
related to the taxpayer’s business. 


Senator McCutcHron: N ormally, it is a question of whether this was money 
laid out to earn income. | 


, The CHAIRMAN: The only test heretofore has been whether the money was 
laid out to earn income, but if this section becomes law, if the object of 
scientific research relates to the business, that qualifies. 


: "Shall subsection (1) carry? 
Hon. SENATORS: Carried. 
The CHarrMAN: Now subsection 2 on the top of page 12. 


q Mr. IRwin: This amendment adds the underlined word, and is intended to 
correct a misleading reference to section 27 of the act. Section 27 refers to 
taxable income. This is a tidying-up amendment. 


‘ Senator LANG: I understand there is some anomaly in these sections with 
_ respect to research consultants who are involved solely in the business of 
research, that is, actual research projects for income, and research projects 

= their own purposes. 


Mr. IRwIn: I believe I understand the situation to which you refer, Senator, 
and that is, that profit made on research done for other persons may reduce 
the amount of increased research expenditure as computed under the present 
law arising from research done on their own account. This problem has been 

Borough to the attention of the Minister of Finance only recently, and I believe 
he has indicated that he would study this matter. 
a 


Senator Lana: Is it a complicated matter? I am wondering if it assumes 
too much. 


Mr. IRWIN: You will find any amendment to the Income Tax Act now is 
hound to be complicated. I would not like to suggest it is a simple amendment, 
or one that would be prepared in a hurry. 


The CHAIRMAN: I think maybe Senator Lang meant, is the consideration 
-a simple one, or does it involve a lot of complicated problems? 


Mr. IrRwIn: I think the problem is clear enough. 
The CHAIRMAN: Then subsection 2 carries? 
Hon. SENATORS: Carried. 


Senator McCutTcHEon: I take it that both subsections 1 and 2 permit only 
deductions of amounts actually expended? 


Mr. IRWIN: Yes. 
The CHAIRMAN: Subsection 3. 


Mr. IrRwIN: This is to re-define the expression “expenditures on scientific 
research”. This is made necessary by the change in subclause 1. 


The CHAIRMAN: Shall subsection 3 carry? 
Hon. SENATORS: Carried. 

The CHAIRMAN: Subsection 4—carried? 
Hon. SENATORS: Carried. 

The CHAIRMAN: Section 15 of the bill? 


. Mr. Irwin: This deals with registered retirement savings plans. It is a 
; Relieving amendment. The law presently requires that the annuity to be 
provided under registered retirement savings plans must be a level annuity. 
There is one exception. That is, the annuity may be reduced by the exact 
‘ amount of the payment under the Old Age Security Act. The amendment is 
to introduce a degree of flexibility to permit this reduction to be any amount up 
to the amount of the old age security payment. 


The CHAIRMAN: Carried? 
Hon. SENATORS: Carried. 
The CHAIRMAN: Subsection 1—carried? 
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_ carry on with what has been the practice. 
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Hon. SENATORS: Carried. 

The CHAIRMAN: Subsection 2? 

Mr. Irwin: This also deals with registered retirement savings plans, and | 
again it is intended to prevent a double concession being received by the 
taxpayer in respect of amounts transferred from one plan to another. 

The CHAIRMAN: Carried?’ 

Hon. Senators: Carried. , 

The CHAIRMAN: Subsection 3, the coming into force date, carries? | 

Hon. SENATORS: Carried. 

The CHAIRMAN: Section 16 of the bill. ) 

Mr. Irwin: This deals with sale of accounts receivable. The subsection 
being amended provides rules to cover the situation where a business, including © 
its accounts receivable, has been sold. The amendment will permit this section ~ 
to encompass the sale of receivables arising from loans made in the course of 
the business. | 


q 
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The CHAIRMAN: Carried? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Subsection 2, the coming into force date, carries? 
Hon. SENATORS: Carried. 

The CHAIRMAN: Section 17 of the bill. 


Mr. Irwin: This will permit a taxpayer to file a single notice with the Tax 
Appeal Board. 2 


The CHAIRMAN: Carried—that is subsection 1 of section 17? 
Hon. SENATORS: Carried. 

The CHAIRMAN: Subsection 2 of section 17. 

Senator LEONARD: What would the fee be otherwise? 

The CHAIRMAN: $15 on each notice, is it not? 

Mr. IRWIN: Yes. 

senator MoLson: At present? 

The CHAIRMAN: Yes, at present. 


Mr. IRwin: I do not think it has been api ered that way, but there 4 
was a court decision, I think, which denied the taxpayer the inclusion of a y 
number of appeals in one document, and this is to permit the department 10 : 


The CHAIRMAN: But strictly under the law it is $15 an appeal? 
Mr. IRwIn: I suppose so. 


The CHAIRMAN: However, this does away with that. 
Carried? 


Hon. SENATORS: Carried. 

The CHAIRMAN: Subsection 3 of section 17. 
Mr. IRWIN: This provides for the transition. 
The CHAIRMAN: Carried? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Section 18 of the bill. 


Mr. IRWIN: This is a corollary of the amendment just referred to, and ; 
covers appeals to the Exchequer Court. y 


The CHAIRMAN: Carried? 
Hon. SENATORS: Carried. 
The CHAIRMAN: And all that section carries. 
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erased gaiidends ae in a certain period before the end of 1964 by a com- 


Sie 


‘pany that did not have a degree of Canadian ownership. 
‘The CuarrMan: Carried? 
_ _Hon. Senators: Carried. 

The CHAIRMAN: Section 20. 


| Mr. IRWIN: Subclause 1 provides that the rate of non-resident withholding 
tax on dividends paid by a company that does not have a degree of Canadian 
ownership shall be 15 per cent and not 20 per cent, starting in 1964. 


The CHAIRMAN: 1965. 

‘Mr. IRWIN: Yes, starting in 1965, as was legislated last year. 
The CHAIRMAN: Carried? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Subsection 2? 


Mr. IRWIN: Subsection 2 provides for the coming into effect of the new 
ae concerning the degree of Canadian ownership. This provides that the new 


taxpayer elects to have them apply. The new rules will apply to all dividends 
ee after March 16, 1964. 


The CHAIRMAN: Carried? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Subsection 3? 

. Mr. IRWIN: This amendment deletes the provision for refunding that part 
of the non-resident withholding tax levied in excess of 15 per cent. It is no 
longer necessary since the 20 per cent rate is not to come into effect. 

b The CHAIRMAN: This is a special provision that has application in rela- 
tion to a company that did not have a degree of Canadian ownership until 
possibly the end of 1966? 

Mr. IRWIN: Yes, sir. 

2 The CHAIRMAN: And it would have paid 20 per cent in the period of 1965 
and 1966, and would get a refund of that 5 per cent if it became a company 
having a degree of Canadian ownership by 1967? 

‘ Mr. IRWIN: Yes, sir. 

i Senator McCUTCHEON: You are not going the one step further and making 
any provision for refunds in the case of companies now subject to 15 per cent 
withholding tax subsequently acquiring a degree of Canadian ownership? 


Mr. IRWIN: That provision was put in the law last year and is not being 


4 The CHAIRMAN: The 10 per cent is enjoyed if you qualify with the necessary 
degree of Canadian ownership. 

4 Mr. Pook: As revised, this section provides if they get the degree of Cana- 
dian ownership for the 1967 period and have paid 15 per cent in the meantime, 
hey can get 5 per cent back. 

Senator LEONARD: Back to what date, June 13? 

The CHAIRMAN: No, it would be earlier than that. 

Mr. Pook: It would be credited after June 13, 1963. 

Senator LEONARD: That is the answer to Senator McCutcheon’s question. 
7 2. The CHAIRMAN: Satisfied? 


Ri bs Senator McCurcuHeon: I think I am, but if I require a degree of Canadian 
ownership by January 1, 1967 and I have not the degree of Canadian owner- 


rules will not apply to dividends declared on or before March 16, 1964 unless the 


— 
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ship today, on my dividends of non-residents I am holding 15 per cent tax. If 
I acquire the degree of Canadian ownership by January 1, 1967, as I understand 
it, this section provides, in effect, a refund of the difference between the 10 
and 15 per cent with respect to the dividends to be declared after June 13. 
1963 and before January 1, 1967, is that correct? 

Mr. Pook: That is correct, sir. 

The CHAIRMAN: Carried? 

Hon. SENATORS: Carried. 

The CHaIrRMAN: Section 21 of the bill? 


Mr. Irwtn: This is to change the reference to a subsection. It is made 


necessary by a re-numbering of a subsection in 1963. 
The CHAIRMAN: Simply a correction? 
Mr. IRWIN: Yes. 
The CHAIRMAN: Carried? 
Hon. SENATORS: Carried. 
The CHAIRMAN: Section 22 of the bill? 
Mr. IRWIN: This deals with the special tax on the adjusted profits of a 


branch office maintained in Canada by a non-resident corporation. It provides © 


the rate of tax shall remain at 15 per cent and not be increased to 20 per cent, 
starting January 1, 1965. 


The CHAIRMAN: Carried? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Subsection 2 also carried? 
Hon. SENATORS: Carried. 

The CHAIRMAN: Section 23 of the bill. 


Mr. Irwin: Subclause (1) provides an amendment for clarification. The 
section of the act being amended provides that where gift tax has been paid 


on a gift of property and the value of that property must be included in the 
estate of the donor because the gift was made within the period of three years 
preceding death, then any amount by which the gift tax exceeds the estate tax 


may be refunded. The amendment merely clarifies the calculation of the 
amount of estate tax that is attributed to the gift. 


Senator McCutTcHEron: What do you mean by that? iq 
Mr. IRWIN: The present provisions of the law say that the amount of any — 


duty or tax payable in respect of the death of the donor, under any act of 
Parliament that imposes succession duties or estate taxes or in respect of any 


property or the successor to any property, shall be the estate tax that is 
attributed to the gift. On examining this we found that it wasn’t clear what 


amount of estate tax was referred to. For one thing, the reference to succes- 
sion duty, should be deleted. 


The estate tax has what one might call a gross duty, and that may be : 
abated in some provinces. It may also be reduced because of credit for foreign | 
estate taxes. And I think it may also be reduced by what we call the “notch”? 


provision if the value of the estate is close to $50,000. It was considered neces- 
sary to clarify what one meant by estate tax attributable to the gift for pur- 
poses of this section. This amendment provides it shall be the estate tax after 
making any deduction bermitted by subsection 1 of section 9—that is the 


deduction in respect of the provinces or the provincial abatement, and before — 


making any other deduction permitted by that section. 
The CHAIRMAN: That increases that factor, and therefore would reduce 


the difference between the amount of gift tax paid and the other amount so . 


that the over-payment would be less. 
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t Her is the amount by which gift tax would exceed the estate tax. 

ae Senator McCutcHEon: This amendment is in favour of the department. 
It is not relieving. 

‘The CHarrMAN: That is right. 

= Mr. Irwin: There was uncertainty before. It was not Known how much 
of the estate tax should be attributed to the gift. 

Senator LEonaARD: I thought it would be simpler to look at it the other 
way around, where it would be deducted from the gift tax. Is there some 
Besecial reason why you should go back and get the refund? 

% Mr. Irwin: The amount refunded is only the excess of gift tax over the 


estate tax. I believe for estate tax purposes the amount of the gift tax 
is taken into consideration. 

. The CHAIRMAN: You mean in arriving at the estate tax the value of the 
estate has been reduced by the amount of the gift tax paid? 

4 Senator LEONARD: Up to the amount of estate tax payable, is that right? 
Because you are talking about the excess. 

} The CHAIRMAN: If a person dies within three years of making a gift, after 
he has paid gift tax, then his estate tax valuation is as though he has not paid 
the tax. 

F Mr. Irwin: I am not as familiar with the estate tax as I should be. Perhaps 
Mr. DeWolf will comment. 

r Mr. A. L, DeWolf, Legal Division, Department of National Revenue: Mr. Chair- 
_ man, where a deduction is taken under subsection 1 of section 9 of the Estate 
1 Tax Act, the amount of the gift tax that is refunded is the difference between 
the estate tax that is payable after making the deduction for the provincial 
tax and the gift tax that has been paid. This is so that a person will be in the 
same position as if he had paid no gift tax at all. He gets a refund of that 
: difference between the estate tax he actually has to pay to the federal 
Government and the gift tax he has to pay. 

: The CHAIRMAN: Starting off you include in his estate the amount of the 
gift as though he had not made it. 

Mr. DEWotrF: That is right. 

The CHAIRMAN: You do not reflect the actual gift tax paid as a disburse- 
| ment? 

| Mr. DEWoLF: The disbursement would have been made before the person 
died. 
The CHAIRMAN: You don’t add that back in? 

Mr. DEWo.F: The disbursement made as an asset of the estate? I am 
_ afraid I am not familiar with the policy as to what we do. It seems to me it 
- would be an asset of the estate. I would say it was an asset of the estate. 
Senator PATERSON: Would the witness illustrate a hypothetical case to 
_ make it clear. 

4 The CHAIRMAN: Would you do that, Mr. DeWolf, please? 

a Mr. DEWoLF: Say a person makes a $20,000 gift two years prior to his 
- death, and he has paid gift tax, we will say, of $2,000. Let us say that with 
q respect to that gift, after the provincial credit has been taken into account, 
the estate tax would be $1,500. Then there would be a $500 refund. That $500, 
_ Iam of the opinion, would be an asset of the estate. 

Senator LEONARD: Under this new section, that is the point, is it? 


‘Mr. DeWotr: I believe we administered it that way before. This is simply 


E, clarifying the position we have been taking prior to the amendment. 


A 
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Senator LEONARD: You say the $500 would be refunded to the estate under ~ 


this section of the Income Tax Act? 

The CHAIRMAN: Yes, but it would be an asset of the estate. 

senator LEONARD: The estate then is $20,500, and if he had not made the 
gift there would be $500 less. 

Mr. DEWo.LF: He has made a gift of $2,000, which would make a total 
of $22,000. Then there would be a credit for the gift tax paid up to the extent 
of $1,500, so there would be $500 returnable to the estate, and that $500 
returnable to the estate would be an asset. 

The CHAIRMAN: I hope it stops somewhere, otherwise it is like the pussy 
Car chasing its’ tail. 

Senator McCutTcHEON: I am glad it has been clarified. 

The CHAIRMAN: Senator, if you say that then I know it has been clarified. 
Subsection 1 of section 23 carries? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Subsection 2. 

Mr. Irwin: I don’t think I can add anything to the explanatory note op- 
posite this amendment. It is consequential on an amendment in the Estate Tax 
Act. 

The CHAIRMAN: Yes, we made it here. Shall this section carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Then section 24. 

Mr. Irwin: This amendment is intended to make clear that amounts 
returned to the employer upon the winding up or reorganization of a pension 
plan must be included in his income. 


The CHAIRMAN: Yes, we are dealing with subsection (1) of section 24— 
that is, superannuation or pension benefits; is that right? 


Mr. IRWIN: Yes, this amendment is intended to make clear that the 
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amounts returned to the employer upon the winding up or reorganization of — 


a pension plan must be included in his income. 

The CHairRMAN: And this arises, I think, by reason of a decision in the 
courts which held that, on the language as it stood in the act, on a winding 
up this was not a payment under the pension plan. You will find the rules 
are broadened to provide that any payment out of a fund that goes back to 
the employer must’ be included as income. 

Mr. IRWIN: Yes. 

Hon. SENATORS: Carried. 


The CHAIRMAN: Section 25 of the bill. Mr. Irwin, let us see you find your 
way through this. 


Mr. IRWIN: Mr. Chairman, there is no short explanation for all the parts 
of this clause. The main purpose of the amendments is to ensure that Canadian 
participation in a company shall be an equity interest if the company is to 
qualify as a company with a degree of Canadian ownership. 


The CHAIRMAN: To start out with is this a fair statement, that any benefit q 


that may arise as the result of the language of section 25, and going on right 
through to the end of the bill before us, would be in the area that in respect 


of dividends paid to nonresident Shareholders in a Canadian company there 4 


would be a 10 per cent deduction instead of a 15 per cent deduction? 


Mr. IRWIN: Yes, dividends paid by a company that can qualify are subject 
to nonresident withholding tax of 10 per cent as compared with 15 per cent. 


The CHarrMaAN: In other words, if the Canadian company with nonresident 


_ shareholders has the degree of Canadian ownership as defined in the sections F 
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before | 1s. then the nonresident shareholders would endure a 10 per cent 
vithholding tax instead of 15 per cent, so our revenues would be 5 per cent 


less?~ ey 


- 
5 


fy 
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i é Mr. Irwin: Yes, Sir. 
The CHAIRMAN: Now, from the point of view of income tax, forgetting for 
the moment special depreciation, there is no other benefit; is that right? 


- Mr. Irwin: There is no other benefit. 

Senator McCuTCHEON: Except special depreciation. 

The CHAIRMAN: That is what I said. On special depreciation if you qualify, 
having a degree of Canadian ownership, you would be entitled to that special 
50 per cent deduction? 


Mr, Irwin: A 50 per cent rate in respect of new equipment which other- 


wise would fall into Class 8 that is acquired by a manufacturing or processing 
business in the 24-month period beginning June 13, 1963. 
The CHAIRMAN: Yes, and when you say “in a manufacturing or processing 


‘ 
7 
a 
; 

business” are you using those words with the meaning they have when applied 
to a designated area? 

Mr. IRWIN: They are described in the regulations, Sir. This is not quite the 

same as in section 71A of the act. 

The CHAIRMAN: But is it limited in its application to section 7T1A, or 
) would it apply to any manufacturing or processing business where new 
: machinery was acquired within a certain period of time? 
Mr. IrwIn: It is not limited to companies qualifying in designated areas. 


i 
re The CHAIRMAN: So those are the only two areas in which the sections we 
are now going to look at would provide any benefit from the point of view of 
. 


taxation? 
Mr. Irwin: Yes, Sir. I might add that the amendments, while they are 
- intended to change and strengthen the rules, are relieving in some respects in 
qi that it is no longer necessary that all the voting shares of a company be listed 
on a prescribed stock exchange. I am sure honourable senators will remember 
; that this was a point that was raised before the committee last year. The 
- amendments also facilitate qualification by subsidiaries and sub-subsidiaries of 


- companies that can qualify. 

i The CHAIRMAN: The one difficulty I can see in the listing on a stock 
exchange is that unless your voting shares are equity shares—unless they com- 
pine the two features—it would be impossible, having regard to the regulations 
of the exchange, to list less than the full amount of a particular class of shares. 
Your requirement for equity shares is 50 per cent. Your requirement for voting 
shares otherwise is that a class of voting shares is listed, and not more than 
75 per cent of those voting shares can be owned by one nonresident person or 
a number of nonresident persons, and then you go on to provide: 

and a class or classes of equity shares of the corporation representng 
in the aggregate not less than 50% of that part of the paid-up capital 


of the corporation 


3 


ares must also be listed on a prescribed stock 


- that was referrable to equity sh 
t 50 per cent of a class 


- exchange. What I am pointing out is that you cannot lis 
_ of stock. You must list the whole issue. 

a Mr. Irwin: I think that is correct, Sir. I might add that the problem here 
- was that having provided that a company could qualify by listing a class or 
- classes of shares, it was feared that a company might create a small insignificant 
‘class and use that to qualify, so it was considered necessary to provide that the 


28 STANDING COMMITTEE 


class which was to be used must be a substantial portion of the equity share 
capital of the company. 

The CHAIRMAN: Is it possible under these sections to have other than 
company shares qualify as equity shares? 

Mr. IRwiIn: Participating perferred shares would qualify. 

The CHairMAN: Now, I would say that practically all preferred shares, 
participating or nonparticipating, carry a fixed rate of dividend. Would you 
agree with that? Bs: 

Mr. Pook: A fixed rate of preference, but they are not limited to a fixed 
rate of dividend if they can participate over and above the preference. 

Senator LEonaRD: Do you think that an ordinary participating preferred — 
share qualifies under the definition of an equity share? 


Mr. Pook: I think it could be an equity share. 

The CHAIRMAN: In those circumstances—yes, if you look at the definition 
of a nonparticipating share—you will find it on page— 

Senator LEONARD: Page 24. 

The CHAIRMAN: Yes, it Says: 


“non-participating share” means a share the owner of which is not 
entitled to receive, as owner thereof, any dividend other than a dividend, 
whether cumulative or not, 

(i) at a fixed annual rate or amount, or 

(ii) at an annual rate or amount not in excess of a fixed annual rate 
or amount. 


That would mean if you had a participating share that is entitled to, say, 5 per 
cent or 6 per cent—that is, a fixed rate—but being participating, of course, 
it has a right to participate in the profits of the company on a Winding up, and, 
therefore, you say if it has that participating right it is eligible to be a class 
of equity share? . 

Mr. Pook: Yes. 


Senator McCutTcHEon: You said, Mr. Chairman, “on winding up”. Surely, 
the ordinary concept of a preference share is that it has a right to a fixed 
dividend by reason of its priority over common shares, and after payment on 
the common shares it is, on some bases, usually equally thereafter. 

The CHAIRMAN: That is one type of participating share, but you may also 
have the other type that is participating in the sense that it participates in the 
equity on winding up. 

Senator McCuTcHEon: Yes, but you said “in the profits’; you mean in the 
whole equity. 

The CHAIRMAN: What I mean is-this, that you may have two classes. You 
have what are known as Class A shares where you have a preferred dividend, 
and thereafter that class of share may participate ratably with the common 
shareholder in the dividends paid, or the common shareholder may get a certain 
amount, and then participate equally. But, I am talking about a share on which 
you get a 5 or 6 per cent, dividend, and then the rest of your participation is 
to the extent of the premium on redemption, for instance— 

Senator LEonaRD: But not in the profits. 

The CHAIRMAN: Not in the profits, as SUCK ao: 


Senator McCutTcHron: On that interpretation, surely most preference 
shares will be participating shares? 


The CHairMaN: On that basis, yes. 
Senator McCurcHron: But if your interpretation— 
The CHAIRMAN: I am not clear that they agree with that. 


. 
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= ‘Senator McCutTcHEON: We can see what the officials have to say. 

_ _Mr. Pook: I would not agree that the preferred stock would be a partici- 
-pating stock if it is not entitled to receive dividends before winding up for 
redemption before a fixed rate. 

¥ The CHAIRMAN: If there is a premium payable on redemption, that is a 
participation, is it not? 

; Mr. Pook: It is not a dividend. 

The CHAIRMAN: It is deemed to be a dividend, is it not? 

Mr. Pook: I am not sure even of that. 

_ Senator HucESsEN: In that case, every preferred stock would be a partici- 
pating stock, because practically all of them have agreed to a premium on 
_ redemption. 

The CHAIRMAN: I am trying to get the points clarified. 

Senator LEONARD: It seems to me that the word “dividend” on line 22, 
page 24, is what really confines this nonparticipating share to a preferred 
share in the ordinary sense of the word—preferred as to dividend,—but it does 
not bring in any question of a premium on redemption or any question of a 
distribution of outward capital. That would be my feeling. 

The CHAIRMAN: Of course, the premium on redemption comes into other 
aspects of determination, as to what are the circumstances under which a share 
is an equity share, for instance. 

Mr. Pook: I do not think that the act deems a premium on redemption to 
_be a dividend. 

Senator LEONARD: That is what I think. 

Mr. Pook: There will be circumstances under which some part of the 
_ premium, perhaps all of it, depending on the measure, might be deemed to be 
received by the shareholders as income, but the corporation is not deemed to 
_ have paid a dividend. 

The CHAIRMAN: The question is whether we are talking about participat- 
ing in the corporate sense that we ordinarily understand it, or whether you 

have some special definitions or provisions confined to participating for the 
purpose of income tax. 

Senator LEONARD: I think a nonparticipating share would qualify under 

equity share except for the use of these words “other than nonparticipating 
_ share’’. 

The CHAIRMAN: Yes. 

7 Senator LEONARD: Having eliminated that in that clause, and then what 
we have eliminated are the kind of shares that are defined in (f) on page 24, 
which are clearly preferred shares in the normal sense of the word—normal 
_ preferred as to dividend. 

Senator HUGESSEN: Regardless of whether they are entitled to premium 
on redemption. 

Senator LEONARD: That is right. 

: The CHAIRMAN: Having said that, where does that leave us, Mr. Irwin? 
- Does it leave us in the position that a share which is called a participating 
: share is eligible or can qualify under these provisions in section 25, etc. of the 
_ pill as an equity share? 

Mr. Irwin: I think the share which has a preference as to dividend but 
also has a right to participate after that preference has been met, as described 
here, can qualify as an equity share. 

The CHAIRMAN: The rest of it would be arguing applications. I think it 
is not any part of my job. Are there any other questions? 
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The CHAIRMAN: Yes, then voting, in all circumstances. The three key 
expressions in here would appear to be equity shares, nonparticipating shares 
and there is one more, what is in law a participating share. 

Senator McCutcHEON: Where does that leave us with respect to the 
definition of equity share, looking particularly at subclause 1 (b) which says 
an equity share is a share, other than a nonparticipating share, the owner 
of which has, as owner thereof, a right to a dividend and to a part of the 
surplus of the corporation, upon the redemption of the share, and’ so on, at 
least as great, as the right of the owner of any other share, other than a 


nonparticipating share. The ordinary participating preference share does not 4 
confer a right on winding up, say, in excess of the par value of that share © 
plus possibly a stated premium thereon; so does not this provision, even © 


though there may be voting, bar a participating preference share? 


The CHAIRMAN: I understand Mr. Pook and Mr. Irwin to say that a ‘so- 4 
called preference share which on winding up is redeemable at par, but which © 


carries preferred dividend at a fixed rate, and which has full voting in all 
circumstances, would not qualify as an equity share. 


Senator McCutTcHEon: That is what I understand. 
Senator LEONARD: Just a minute. 


The CHAIRMAN: I understand the conclusion from what was said to be q 


just what I have stated. 
Senator LEONARD: Will you say it again? 
The CuHarrMan: That is, that you have a preference share which carries 


a fixed rate of preferential dividend and it has full voting in all circumstances, — 
and on winding up, or on redemption, it is redeemable at its par value, then | 


that is not an equity share for the purpose of— 


Senator LEONARD: Because it has not the right to participate in any extra — 


dividends. 


The CHAIRMAN: Secondly, if you have a feature of it that on redemption q 
a premium is payable, I also understood Mr. Pook to say that even with a 
premium payable on redemption, that does not mean that that kind of share — 


is an equity share for the purposes of the section. 


Mr. IRwIN: You have ruled out this kind of share from being an equity q 
share, by stating that it had a fixed rate of dividend and has not a right to 


share in any further distributions of dividends. 


The CHAIRMAN: And the premium which would be payable on redemp- 
tion, you would not regard as being a right to any part of the surplus? 


Mr. Irwin: I think that is correct. That would not offset the feature of ‘ 


not being able to share in distributions— 


_ The CHarRMAN: That raised a very interesting question of provisions in h 
the Dominion Companies Act, under which you may set apart, out of your © 


surplus, your ascertained or net profits in liquid form, you may set aside an 
amount which will enable you to redeem your preference shares; and when 


you have done that, what was formerly paid up capital in respect of those — 


shares becomes a capital surplus. In those circumstances, having used my 
surplus to accomplish my redemption, is that the kind of right to avpartuora 
surplus that is included in this definition of equity share; or have you looked 
at those provisions in the Dominion Companies Act? 


If it is not a question that you can readily answer— 
Mr. Irwin: I know I could not give a ready answer to it, and of course 


it is a rather difficult thing to give rulings and opinions on these very compli- 
cated matters, without knowing a great many of the sides to each question. 


Senator MoLson: It says participating preference share and also voting. © 
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: The CHAIRMAN: I would not ask for anything that would amount to a 
g, but if you do not want to venture a view, I am not pressing. 

ies A re there any other questions in relation to these sections? There are a 
lo | of words and I call your attention particularly to the provisions at the 
‘bottom of page 24 and the top of page 25, if you want to find out when an 
equity share is not deemed to be an equity share. That is interesting in itself, 
because you may satisfy the requirements of these provisions, Mr. Irwin, as I 
‘understand it, to be an equity share, but if certain other conditions exist, that 
is, if that horrible thing which you define as a nonparticipating share intrudes 
‘itself too much or with certain characteristics, then the equity share is not 
deemed to be an equity share. 


Mr. Irwin: Yes, sir. These provisions are necessary because it was brought 
- to the attention of the Government that it might be possible to defeat the in- 
tention of this section by establishing a comparatively small number of very 
high preference shares that might then have been available to Canadians, or 
25 per cent of them made available to Canadians, and in that way providing 
_ that the very large number of real equity shares owned by the parent company 
would not be counted. It was therefore necessary to introduce these rules, 
_ which admittedly further complicate the provision, to block these devices which 
- were foreseen. 


q The CHAIRMAN: Yes. The net result, as I stated the other day, is that you 
could conceivably have a company Canadian-owned 100 per cent, and it would 
not have a degree of Canadian ownership under the statute. 


9 Mr. Irwin: This possibility was brought to the attention of the minister by 
the experts who looked at the bill after its introduction. 


Senator McCuTcHEON: There is a very serious problem related to accelerated 
depreciation. 

‘Mr. Irwin: There might be a problem of a loss in accelerated depreciation. 
We could not assure the minister there were such companies, and we said 
if we had to take care of this it would mean a further complicated set of rules, 
and the decision was that while this is a possibility we do not see it as being 
a serious problem. 


| Senator HuGESSEN: Perhaps we could pass this section as is, and invite 
_ Mr. Irwin to come back next year with amendments. 


The CHAIRMAN: I think that is an excellent idea, Senator Hugessen; only 
I would think that inevitably there would be amendments proposed next year 
- to sections that take as long to study as do these sections. There are bound to 
be bugs inherent in the very language used here. So we would like to have 
you back, Mr. Irwin, and it is nice to know that you will be back inevitably; 
- but we would welcome you back even more so if you did not bring such 
~ complicated language. Any other questions? Frankly, I do not know at this 
time that it would be fair to deal with particular cases with these officials 
who are here to interpret what the act means. Do you not think it is possible 


_ to have a simplicity of language to cover the situation, and then there would » 


~ not be any more loopholes for yourselves than you may be permitting by the 
- language you have used here, Mr. Irwin? 


ne Mr. Irwin: May I say I wish it were possible. 


3. The CHAIRMAN: Is not the basic thing you are trying to do, is to correlate 
voting shares that would be representative of a certain capital investment ina 
- company; and you say that having 25 per cent of the votes is one test, but 
there are many ways around it, and the voting shares would not have a 25 
per cent relation to the capital investment over all in the business, so you 
want to tie in equity and voting shares to the extent of 25 per cent each; isn’t 
a hat right? 
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Mr. Irwin: I think all I can say in answer, as an official, is that we would — 
certainly like to have a simpler approach to this, if we could devise, with 


suggestions such as yours, a better and more easily understood and applied 
rule; if that could be done, we would be very much in favour of it. 

The CHarIRMAN: I have found in the courts that when you state something 
generally you get along much better when trying to enforce it than when you 
get into the particularities you have here. A general statement is sometimes 
much more beneficial to the department, I would think. However, that is just 
one man’s opinion. ‘ 

Shall we have further discussion on section 25, or are you ready to pass 
this section, with due attention to the prophesy that Senator Hugessen has 
just uttered, that Mr. Irwin will be back next year with amendments? 


Senator Moitson: Much less complicated ones, I hope! 
The CHAIRMAN: Shall section 25 carry? 


Senator McCuTCHEON: I am wondering if the minister would not like to 
discuss this, Mr. Chairman. I would like to know something of the magnitude 
of the problem. The minister has announced the desire to have a minimum of 
25 per cent of stock held in Canada by a company, in order to earn the special 


benefits, such as the lower withholding tax and the accelerated depreciation. 4 


I think that is still subject to being defeated by very large companies in existence 
today. Let us say a company had only one class of shares, where there is no 
foreign shareholder, holding more than 75 per cent, but he only owns 75 per 
cent, and there are a number of non-related shareholders owning 24 per cent, 
and 1 per cent is in the country. 

As I read the act with these amendments, that company has a degree of 
Canadian ownership and is entitled to the lower withholding tax and to ac- 
celerated depreciation. I suggest that as long as you have that situation, which 
was pointed out last fall, and which still exists, we should not pass a section 
like this. I do not pretend to understand it. There are a number of expressions 
in the bill I cannot understand at all, and I think some of the other members 
of the committee are in the same position. Let us know what is the magnitude 
of the problem first. I would like the minister to come and tell us. 


The CHarrMAN: As to the magnitude of the problem, Senator, I do not 


know what minister could tell us about that. Do you mean the philosophy of © 


the matter? 


Senator McCutTcHEon: No, not the philosophy. He had a set of rules last 
year which he brought in; they were reasonably complicated, but they were 
not in the same class with this new set of rules. Now, how many companies 
have come to his attention in which changes were made in capitalization in 
order to avoid his rules; and what was the measue of his tax loss as a result 
of what might have been; what was the measure of the additional accelerated 
depreciation; what was the capital cost allowance those companies might be 
entitled to claim and so on? 


The CHAIRMAN: My difficulty is in appreciating why this test of degree — 


of Canadian ownership is applied to the question of depreciation. 
Senator McCurTcHEon: I cannot understand that at all. 


The CHAIRMAN: Because, for instance, the expenditures on additional 
Canadian manufacturing or processing is highly beneficial to Canada. It means 
increase in purchasing power in Canada, and in income tax revenues, and all 
those things. 


Senator McCurcuHeon: Increased employment too. 


The CHAIRMAN: Yes; the minister said the primary purpose of some of 
these incentives was employment. 
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E ee McCurcHeon: Surely, a workman out of employment is just as 
lappy if General Motors builds a new plant and hires a lot of people as if 
ome company with a degree of Canadian ownership does? 


The CHAIRMAN: I can tell you that as far as the Minister of Industry is 
concerned, on the plan we have, he will be here at 2 o’clock. If we carry this 
section, I must say we have some witnesses here on the Companies Act I would 
like to hear, seeing we agree to take them today. Do I understand this section 
carries or does not? 


f Senator McCuTCHEON: I would like it to stand until we can discuss it with 
the Minister of Finance. 


The CHAIRMAN: As I understand it, it is not anything particularly in 
this section. It is the objective of the section you want to discuss? 
| Senator McCUTCHEON: That is right. 


The CHAIRMAN: What is the view of the committee? Do you wish to carry 
‘this section or stand it? 


Senator IsNor: Carry it. 

The CHAIRMAN: I do not know whether I can secure the Minister of Finance, 
but maybe we can, for 2 o’clock. 
5 Senator LEONARD: I think that as Senator McCutcheon would like to have 
the Minister of Finance here we should stand it. We have stood other sections 
for the Minister of Industry. 
i The CHAIRMAN: I will endeavour to secure as well the Minister of Finance 
at 2 o’clock, but I know the Minister of Industry will be here at that time. 

Senator McCuUTCHEON: There is no particular urgency about getting this 

passed, is there? The law is in force now. 
j The CHAIRMAN: Except we are piling up a lot of work for the consideration 
of this committee. We have the Companies Act and about three or four private 
‘b bills. We have bank bills in various stages. 
4 


‘s 
| 
a 


H Senator McCuUTCHEON: We could go ahead with some of those. 


The CHAIRMAN: We will not be sitting again until next Tuesday or Wednes- 
“day. I know these provisions are the law now, so we are not interfering with 
the law. Let us try for 2 o’clock and see if the Minister of Finance will be 


able to attend as well. 
I We have stood section 25, and we have also stood section 13(7) until 2 
F ’clock. Is that the wish of the committee? 


Hon. SENATORS: Agreed. 
f The CHAIRMAN: Subclause 5, I meant, of section 13. It is adding subsection 
7 to section 71A of the act. 
| Senator LEONARD: Did we deal with subsections 6, 7 and 8 on page 25? 
| ‘The CHarrman: On which? 
Senator LEoNARD: On page 25? 
i The CHAIRMAN: We stood the whole section. 
Whereupon the committee adjourned consideration of Bill C-91. 


The committee resumed at 2 p.m. 


The CHAIRMAN: We now have a quorum and we are resuming our hearing 
on Bill C-91. There are several questions to be put to the Minister of Finance, 
‘Mr. Gordon. 

Senator CroLL: Can you spare a minute to give us some background to 
‘this. Some of us had to be absent. What led up to this? 
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The CHAIRMAN: The specific question that Senator McCutcheon wanted to : 
ask was in connection with the companies that met the requirement of having q 


a degree of Canadian ownership under the law of 1963, how much that was, | 
did it amount to a substantial amount in dollars, and to what extent one would 
say the revenues of the country had suffered because of the way in which they — 
were able to accomplish this without having any substantial investment in the © 
equity of the companies. I think that was the sort of question, Mr. Minister. | 


Is that correct, Senator McCutcheon? 


Senator McCuTcHEON: Yes, what I was interested in was clause 25 of the © 
bill which is a lengthy one, extending five or six pages, or maybe more. It sets © 
out a new set of rules for defining the degree of Canadian ownership. Now a 
degree of Canadian ownership, if this bill passes, affects companies in two © 
ways. If they do not have the required degree of Canadian ownership, their © 


foreign shareholders pay 15 per cent withholding tax instead of 10 per cent, — 


and such companies, for example companies engaged in manufacturing proc- | 
esses, are not eligible for accelerated depreciation. The definition is a very © 
complicated one and, frankly, I do not understand it, and I think I am not © 
unique in that. The Act is becoming complicated. I want to inquire from the © 
minister if we should not retain the definition of a year ago, which was an ~ 
uncomplicated one, instead of this complicated definition, which is still further © 
complicating the act. I suspect there are still loopholes in this definition, and 
if we go on like this we will have another long complicated definition next © 


=o 


year. I want to know from the minister if there was a substantial number of | 
companies taking advantage of the loopholes, which I admit existed in the : 
former definition, how important those companies were to the economy, and — 
what was the effect on the revenues. What I am suggesting Mr. Chairman, is © 


that if the number of companies, the size of the companies and the effect on 


the revenue was not consequential we would be much better off to stay with 
the definition we had. 


senators, I can assure Senator McCutcheon first of all that the Government 


felt that this was important. They felt that there were loopholes, important | 
loopholes, and that these should be dealt with as soon as possible. If you © 
remember the last time I had the honour of appearing before this committee, — 


some honourable senators raised questions about certain companies which 


they felt were going to be excluded from taking advantage of this particular — 
section. They felt that it was not perhaps the intention to exclude them, and © 
I undertook at that time, which was late November, if I remember correctly, q 


4 


The Honourable Walter L. Gordon, Minister of Finance: Mr. Chairman and — 


or early December, to review the individual cases again and to propose amend- — 


ments in the next budget to take care of them if it seemed that this was the © 


proper thing to do. 


These amendments, among other things, do, I think, take care of most of a 
the objections in difficult cases that honourable senators pointed out to me 
a few months ago, and that I undertook to do something about. That is one © 


reason why I suggest we should not defer dealing with these particular — 
amendments because to the extent that they are relieving they were in- 
troduced at the suggestion of this committee. I am grateful to you for bring- q 


ing the matter to my attention last fall, as you did. 


In addition to that, it was brought to my attention and to the attention 1 
of the Government that it would be possible for certain companies—I will 


give you a simple illustration—to qualify as companies with a degree of 


a 


Canadian ownership by selling new issues of redeemable preferred stock to 4 
Canadians. Having done this, under the old definition the companies would : 
have qualified not only to pay the lower rate of withholding tax on dividends © 
payable to their shareholders, 100 per cent of whom in the case of the common q 


i 
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“Some ‘companies, I was informed, did this. They did qualify by issuing 
emable preferred stock, but I was also informed by a number of lawyers 
in accountants that there were other companies which had noted this particu- 

ar way of avoiding these provisions but which did not move on it right away 
be ecause they assumed that in the next budget these particular loopholes, if 
may call them that, would be closed. I think this was drawn to my attention 
wi thin a few days after I had appeared before you, or after the act was passed, 
and | the first opportunity I had to indicate that the Government would prob- 
abl y do something about this was in the course of a speech I made early in 
January . I had received so many queries about this that I indicated in the 
4 irse of a speech that this would probably be dealt with in the amendments 
at would be included in the next budget. 


yr had invited members of the accounting and legal professions to give me 
the benefit of their practical experience in any revisions of this particular 
ection, and I am very grateful to a number of them who really did a great deal 
of work, and who suggested various ways by which the clear intention of the 
Gc overnment could be avoided by various devices—devices by which it was 
‘possible to get around the section as it was then drafted. 


_ At the same time they were very helpful in suggesting ways in which the 
section could be tightened. 


___I, like you, Senator McCutcheon, would feel a lot better if this had been 
dre ted in one paragraph or, perhaps, a few more sentences. I was not satisfied 
wi h the suggestion that a very simple amendment should be introduced, and 
tha the whole matter be left to the courts to decide, because it seemed to me in 
a case like this of a new idea, or a new concept or a new piece of legislation, 
in at the Government should do its best to make its intentions clear, and that 
; should not be left for some considerable time for a decision to be reached, 
- Quite apart from everything else, it is the desire of the Government, and 
one of the expressed objectives of the Government, that wholly-owned subsi- 
diat ies in this company should gradually make some of their stock available to 
Ce nadians. This is firm Government policy. It was repeated, if I remember, in 
the last budget to make sure there would be no misunderstanding on that score, 
la n not vain enough to think that I have convinced Senator McCutcheon and, 
pe! eae some others that this is a good thing, but at least the Government is 
2 pletely consistent on it. 
The CHAIRMAN: At least, we know it is your policy. 
Hon. Mr. Gorpon: That is good. I am glad to know it is the policy. That is 
I do not think there is any more need to say anything further. That is the 
pu rpose of those amendments. I think I can speak for the Government in saying 
that we think they are necessary; otherwise I suppose we would not have put 
the n forward; and we think they should not have been delayed. 
- When you ask me about the number of companies that might have got 
2} und the expressed intent of the Government if no amendment had been made, 
n I cannot specifically answer that, as I do not know. This was very widely 
ussed in professional circles and the feeling was that the expressed policy 
intent of the Government would have been frustrated if this change had not 
| made. 
‘ - Senator McCutTcuEon: Mr. Chairman let me ask the minister another 
stion. He stated the Government policy, and that is the Government policy. 
I recall it, he did not introduce the resolution; it was done, I believe, by 
lation. When he brought down his budget in June last year he indicated 


ne < ‘of the | gore generous incentives in the form of fast capital cost 
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that the incentive for accelerated depreciation for manufacturing and processing 
companies—because it does not apply to companies in the service in other fields 
—was an incentive to produce employment, to reduce unemployment. : 

This bill makes no distinction between companies with a degree of Canadian 
ownership and those without a degree of Canadian ownership, in so far as the 
so-called designated areas are concerned. I wonder what the minister would say 
as to leaving the discriminatory withholding tax—and the minister knows my 
views on that and I do not have to elaborate them—but eliminating the 
discrimination as to accelerated depreciation. Surely, if the purpose of that was 
to increase employment, the minister should be happy to have employment 
increased, no matter who accomplishes it. : 

Hon. Mr. Gorpon: In the first place, I must take exception to your 
word “discrimination”. Nothing is being taken away from anybody. Incen- 
tives are being offered. If you start off in a certain situation and, after this 
amendment, if you are just as well off as you were before, I do not feel 
that the word “discrimination” is a proper one. 

Senator McCuTcHEON: Let us say the discrimination will be eliminated 
by this bill. 

The discrimination otherwise would have existed in 1965. 

Hon. Mr. Gordon: You are talking about— 

Senator McCuTcHEON: The withholding tax. 


Hon. Mr. Gorpon: But you use the words to apply to both forms of in . 
centive and to that extent— j 


Senator McCuTcHEoN: I will take back the word “discrimination”. I will 
ask you simply why is it less important to have— 


Hon. Mr. GORDON: You are asking about policy of the Government as 
applied to the June 1963 budget. This bill, I would remind you, is merely 
amending certain of the provisions and it does not purport to offer any new 
incentives. The incentives offered in June 1963 were of two kinds, (1) those 
that applied for two years only to Canadian companies or companies with a 
degree of Canadian ownership. I think you are quite right that if they had 
applied to everybody, the incentives would have had much broader a base. 
But the fact is that these incentives, as far as I can tell, are having a very 
great impact on the economy. There is no doubt in my mind that this 
particular incentive of 50 per cent write-offs has had a lot to do with the 
increased business activity that has developed since last summer. I think 
that the fact that they were for two years only from June 1963 and that they 
were very generous or very broad in their application—both those factors 
have undoubtedly meant that certain expansion has gone ahead that would 
not have done so otherwise. I think this has had a fair amount to do with 
the improved situation in the country. 

There were two objectives, one to get the economy into high gear, the 
other quite different, to persuade, if you like, the owners of wholly-owned 
subsidiary companies in Canada to make other stock available to Canadians. 
We felt, with the incentives that were offered across the country as a whole 
to Canadian companies—companies with a degree of Canadian ownership 
that that would probably do the trick, except in these areas of slower growth. 
There we felt that there should not be— 

Senator McCuTcHEon: Don’t use the word “discrimination.” 


Hon. Mr. Gorpon: I was not going to. There we felt that every possibae 
inducement—which is very different from discrimination—should be offered 
to companies to construct new businesses for those areas of slower growth. 
I am delighted to be able to tell you that a number of companies are doing 
this. I might even include a company that the senator was pretty intimately 
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fet. The president of the company has written to me about this. The 
ter has been published, and he has made statements about it, and he 
ggested that this was a pretty effective form of inducement. I think it is 
ing to work out. 


_ The Cuarrman: On that point, Mr. Minister, will you have another look 
at this question of accelerated depreciation from the point of view of com- 
panies qualified with a degree of Canadian ownership under the law as it now 
S tands, who committed themselves to construction programs on the basis that 
th ey were entitled to the law, as it stood, on accelerated depreciation? 

_ Unfortunately, when you made your changes in the law this year by this 
‘bill, some of them became disqualified; but they cannot cut short their pro- 
‘gram, and the ones who are here are those whose fiscal year which started in 
(1963 ends some time in 1964; and since you make these provisions apply to 
‘the year 1964, and since their fiscal year ends in 1964, it is a 1964 taxation 
period. Therefore, they are going to find themselves without any right to take 
the benefits of accelerated depreciation. You have protected companies in the 
same relation to dividends. However, in relation to these benefits of accelerated 
‘depreciation in that period only the company was entitled to think as a matter 
of law that there should be the same concession. You do not need to make an 
amendment to the bill to do it; all you have to do is to rewrite your regulations, 
and anything you can do by exempting a dividend applies equally to exempting 
In a new application of this rule that you now have, and they are entitled 
fo the benefit of it. They have embarked on it in good faith. Otherwise, you are 
doing a retroactive job of taxation, and we do not like retroactive taxation 
‘unless it is beneficial to the taxpayer. 


Hon. Mr. Gorpon: Mr. Chairman, I am impressed with your eloquence, 

and I must say that you are very persuasive. I do not think that you would 
‘wish me to do more than to say that I am always pleased to take a second 
look at anything. 


_ The CHAIRMAN: I do not think that I have ever asked you to do more 
han that. 

Hon. Mr. Gorpon: I would be glad to discuss the matter further, but you 
will not interpret this to mean a promise? 


: The CHAIRMAN: I do not interpret it as other than an undertaking to have 
ag good look at it. 


Hon. Mr. Gorpon: Yes, I will do that. 


ie Bi senator McCutcHeon: Mr. Chairman, we are running short of time, and 
[am not going to delay the minister, who has other commitments. Would 
the minister care to say—and I appreciate it is a short time since the legisla- 
pon came in, though it became substantially effective in June of last year, 
Ithough the bill was not passed until December—what have been the results 
of hese provisions designed to persuade companies controlled outside Canada 
fo make a reasonable degree of equity participation available to Canadians? 
_Hon. Mr. Gorpon: First of all, people waited until the bill was passed, 
wi rich was on December 5, I think. Then it immediately became clear that 
me amendments of the kind that are before you now would almost certainly 
required. The people who came to see me—and there was a number of com- 
es—said they would certainly not make any decision one way or another 
1 they found what amendments to the existing law were likely to 
emerge from the next budget. I have seen the number of companies who have 
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until Parliament has finally dealt with the legislation before taking any definite | 
steps. There is no immediate hurry from their standpoint. et 

The CHAIRMAN: The word “finally”, as you use it, Mr. Minister, is intri- 
guing. ; 
Hon. Mr. Gorpon: Perhaps that was the wrong word. I did say ‘“‘Parlia-— 
ment,” and I wanted to make it quite clear I included the Senate and your 
committee. 

The CHAIRMAN: No, that is not what I mean. I thought in the same sense 
you could say the definitions we had last year for a degree of Canadian own-_ 
ership were final, to the extent any person who proceeded on the basis of those — 
should have a sense of security. 

Hon. Mr. Gorpon: Yes, perhaps, but I do not think any of us who partici-— 
pated in this discussion a year ago, including yourself, if I may say so, Mr. 
Chairman, were entitled to think the definition in the form it was in last year 
was final, because you, or various members of the committee, had already 
suggested changes, and I had undertaken to look into them. I am not prepared 
to say this is the last word on this legislation, because I do not think there is 
any finality in these matters. 

The CHAIRMAN: No. 

Hon. Mr. Gorpon: But I would hope that perhaps when I have the pleasure 
of appearing before you next year it will be on another subject. 7 

The CHAIRMAN: Whatever is the occasion that brings you here, we are 
happy the occasion occurs to bring you here. y 

Senator McCuTcHEON: We are all very happy about the relieving pro- 
visions, and we would hope the minister might be able to simplify the rest of 
the section. j 

In passing, I would just like to say, since you referred to a company with 
which I was associated some time ago, I think if the minister investigated the 
pressures on that company from provincial governments to develop timber 
limits they might otherwise lose, he might find the announcement of plans was 
merely fortuitous and was not nearly as tied in with these sections as he 
thinks. I do not blame the president of the company for writing to him. If I 
were president of that company I would be delighted to get this tax windfal 
that he is going to get. 4 


Hon. Mr. Gorpon: Well, he did not emphasize— : 


‘ 


t Senator McCutcHEon: I am sure that he did not put that emphasis in his 
etter. 


_ Hon. Mr. Gorpon: He came to see me several times, and I think you are 
interpreting something you perhaps are not in a position to interpret any more. 

. The CHAIRMAN: I think there is a good principle you should follow in those 
things, Mr. Minister. That is: never question blessings; accept them. 4 


Hon. Mr. Gorpon: Thank you very much. 

The CHAIRMAN: Thank you, Mr. Minister. . 

Now, honourable senators, do you want to hear Mr. Drury? I think Sen- 
ator McCutcheon had a couple of questions he wanted to ask. They had to do 
with the certificates, if any, which may have been issued under the manufac- 
turing and processing in designated areas legislation. Are you able to say to 
what extent operations in any of the designated areas have proceeded to a 
stage of commercial production short of the issuing of certificates? To what 
extent would you say people have taken advantage of the legislation and are 
in various stages which will lead to reasonable cemmercial production? ; 


Hon. C. M. Drury, Minister of Industry and Minister of Defence Production: I 
am not sure, Mr. Chairman, how familiar honourable senators are with this 
legislation, but in fact it provides very simply that within a designated area 
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a taxpayer who | 

jefined, may avail himself of the rights to accelerated capital cost allowances, 
or an income tax holiday. This is a matter of right and does not depend on 
any - discretion on the part of the Government or any official. He must, of 
course, obtain a certificate that in fact the definitions of the new enterprise 
have been met and that the enterprise began commercial operations within a 
period laid down in the act. 

athe first time then that a company has an interest in approaching the 
Government is first to ascertain what the law is all about, and to secure what 
kind of interpretations they can, and to try to ascertain informally whether 
the kind of operation envisaged is the kind to qualify for the income tax 
holiday and the accelerated depreciation. 


- The next stage of communication with the Government—and the first 
one is purely optional, if they have good lawyers they will not come to see 
the Government at all—the next stage, which might be considered perhaps 
the first stage, is just prior to filing income tax returns. They must obtain 
from the area development agency or the Department of Industry, a certificate 
that in fact they did enter into commercial operations, and in fact met the 
criteria of new enterprises. This certificate is required to support their claim 
for freedom from corporation tax. It is only needed then as a consequence 
of this act having entered into effect only last November. The regulations 
under it having been promulgated in January of this year no corporation 
mcome tax filing has had time to mature, and we have not yet been asked 
to issue any of these certificates. Consequently none have been issued, and I 
would not expect that we would issue any until just prior to the filing of 
corporate tax returns. The reason for that is that the act requires that the 
company will fulfil all these criteria during the fiscal period, and obviously 
one cannot issue a certificate in July in respect of their operations in August, 
September and the balance of the year. You have to wait until the end of 
the year before this certificate can be issued. So, as I said, none have been 
issued and it is unlikely that any will be until the end of the next year. 


_ Secondly, I understand there is some interest in what companies, and the 
extent to which companies are taking advantage of this. On this the only 
information we have is in respect of corporations or enterprises seeking 
nformation and interpretations who voluntarily disclosed to us their plans 
and intentions. If they feel adequately advised they are able to read the law 
themselves and apply it, and they may not come near us themselves. 


Consequently the area development agency will only be aware, not 
hrough information, but on the basis of its general intelligence, as to who is 
going to take advantage of this. It is conceivable that an enterprise could set 2 
up in a designated area, but come to the conclusion that even though they 
are in a designated area the balance of economic advantages lies in their not 
seeking to take advantage of this in purchasing used machinery, incorporating 
subsidiaries, etc. So apparently there may be new enterprises, or apparently 


new enterprises, or a new economic activity in a designated area, the manage- ; 
nent of which will not take advantage of this. We cannot say at this stage ~ 
who will avail themselves of these provisions. “ 

~ Senator McCutTcHEON: What the minister is saying, and I want to get ap 
hi clear, is that there may well be industries going into designated areas aye, 
who go in for reasons of their own economic advantage and the incentives ty 
n ave nothing to do with their going in there. | 

ae on. Mr. Drury: That is conceivable. I am just putting this forward as i if 
2 hy p othesis. I know of no instance. ay 
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The CHAIRMAN: Senator, there is this illustration of it, that a company 4 


may decide to locate in a designated area with the intention of operating in the © 
red for two or three years. It might say: “We want to carry on as a branch — 


operation so that we can charge those losses against our general operations, but 


a tax holiday is of no benefit to us if we have no profits to go on a holiday 
with’’. | 

Senator McCuTcHEON: Yes, but the other side of the medal is that they © 
go into the designated areas not because they are designated areas but because 
it suits them to locate there. ue 

The CHAIRMAN: It might suit them because there is a labour force there 
more readily available than elsewhere. 

Senator McCutTcHEOoN: That, or for other reasons. 

Senator CROLL: Are they not playing so that they cannot lose? If they do 
all right then they take advantage of the— 

Senator McCutTcHEON: No, no. 

Senator CROLL: Don’t they? 

Senator McCutTcHEon: No. 

Hon. Mr. Drury: It is hard to do both, I think, Senator. I think Senator © 
McCutcheon has set forth a conceivable hypothesis—I suggest it is quite © 
conceivable—that if there were economic advantages in establishing a new © 
enterprise in these designated areas, the reason for their designation—namely, ~ 
the failure of enterprises to go there—would not have existed. 

The CHAIRMAN: Are there any other questions? 

Hon. Mr. Drury: In respect of the response there has been I would say © 
again that the only new enterprises of which we have knowledge are those — 
which have declared to us their intention and, indeed, have discussed their — 
plans with respect to what they intend to do. The total number of these is of © 
the order of some 70 new enterprises in all of the 35 designated areas to date. — 

Senator CROLL: Involving what? 

Hon. Mr. Drury: We had a figure of $150 million of investment. 

Senator CROLL: $150 million of investment, and— 

Hon. Mr. Drury: And a total employment of around 5,000. 


Senator McCurcHeon: Mr. Chairman, the minister knows my views, and — 
I do not have to explain them here. I agree that it would be quite improper © 
for him to disclose to the committee the people who have declared their 
intentions, and so on, but it was stated this morning by one of the officials — 
that certain new enterprises were in commercial production in designated | 
areas, although the official suspected that no certificates had been issued. The — 
minister has confirmed that latter point. Now, could the minister tell us which 
companies these are that have gone into commercial production in the 
designated areas, and in which areas they have located? 

The CHAIRMAN: Just a minute. 

Senator McCUTCHEON: These companies are in business now. 

Senator CROLL: But no certificates have been issued. 


Hon. Mr. Drury: No certificates have been issued, nor does one know 
whether they are going to be applied for. Until such time as a certificate is 
issued it would be just a guess on my part if I were to endeavour to say what — 
the corporate policy is going to be, and what the income tax— 


Senator McCuTCHEON: And what the motive was. 
Hon. Mr. Drury: Yes, or what the motive was, or might have been. 


1S 
nhato bye 
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> course aif issuing eeehoniae Will he make public the names of the 


4 rr ‘The CHAIRMAN: I think at that stage, if Parliament is sitting, you will get 
th e ‘information. 


: ae Senator CROLL: Does not a return have to be made under the act? 


- Hon. Mr, Drury: No, there is no return. The certificate does not disclose 
fe y information in relation to the payment of income tax. I would imagine there 
would be no objection to publication of a list of those corporations which had 
applied for a certificate, which merely states that they were in commercial 
ope ration. 

Senator McCutTcHEON: That is, of those who applied. You may turn some 
down. It is those who obtained certificates in the areas that operate. 

~ Hon. Mr. Drury: That is correct. 


_ Senator McCurTcHeon: It is only on that basis that I wanted the minister 
here. In subsequent years, we will understand the benefit of this provision. 
For some years we cannot possibly judge the effectiveness of the incentive. 


The CHAIRMAN: The minister has undertaken this. 
Senator McCuTcHEON: Thank you. 


‘The CHAIRMAN: We stood paragraph 7 of Clause 13 of the bill, Shall 
Section 25 carry? ' 


Hon. SENATORS: Agreed. 

The CHAIRMAN: Shall I report the bill without amendment? 
Hon. SENATORS: Agreed. 

Whereupon the committee adjourned. 
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ORDER OF REFERENCE 


ws tract from the Minutes of the Proceedings of the Senate, Thursday, ; ors 
8, 1964: ie 


, seconded a the Honourable Senator Crerar, P. C. that the Bill S-28, _ 
: ed: “An Act respecting The Quebec Board of Trade”, be read the second aa 


Pxtter debate, and— 


BS The question being put on the motion, it was— 
esolved in the affirmative. 


4 he Bill was then read the second time. 


The Honourable Senator Bouffard moved, seconded by the Honourable 


ator Crerar, P.C., that the Bill be referred to the Standing Committee on 
anking and Commerce. 


sa he question being put on the motion, it was— 
esolved in the affirmative.” 


A 
J. F. MacNEILL, 
Clerk of the Senate. 


Poon Hs 
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es 


iis The Standing Committee on Banking and Commerce to whom wa . 
Bill S-28, intituled: “An Act respecting The Quebec Board of Trade,” 
obedience to the order of reference of May 28, 1964, examined the saic 
d now report the same with the following amendments: _ tae 


cody Page 16: Delete clause 15. 


RBM BR iia Vs 
A 2. Page 6, line 16: Strike out “16? and substitute “15”. 


Hh 


F Au which is respectfully submitted. 


"MINUTES OF PROCEEDINGS 


WEDNESDAY, June 10, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 9.30 a.m. 


Present: The Honourable Senators: Hayden (Chairman), Beaubien (Bed- 
bs; Blois, Bouffard, Bourget (Speaker), Burchill, Crerar, Dessureault, Fer- 
son, Flynn, Gershaw, Hugessen, Irvine, Isnor, Lang, Leonard, McCutcheon, 
ean, Paterson, Pouliot, Smith (Kamloops), Taylor (Norfolk), Thorvald- 
- Vaillancourt, Walker, White and Willis. (27) 


am 


a: In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary ¥ 
® Cou nsel. 


On motion of the Honourable Senator Blois it was RESOLVED to report ‘ 
recommending thta authority be granted for the printing of 800 copies in Eng- vb 
J BA pend 300 copies in French of the proceedings of the Committee on Bill S-28. 


- ‘The following witnesses were heard: Mr. Renault St. Laurent, Counsel, 
y lebec Board of Trade. Mr. Roger Vezina, General Manager, Quebec Board of 
ade. Mr. Raynald Belanger, Board of Trade of St. Romuald d’Etchemin. 


' On motion of the Honourable Senator Thorvaldson it was RESOLVED 
CC me lelete Clause 15 from the Bill and re-number clause 16 as clause 15. 


On motion of the Honourable Senator McCutcheon it was RESOLVED to 
er ort the Bill with the following amendments: 

1. Delete clause 15. 

2. Re-number clause 16 to read 15. 


At 10.50 a.m. the Committee concluded its consideration of Bill S-28, 
proceeding to the next order of business. 


Py re 
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- Attest. sy 


ae F. A. Jackson, te 
Clerk of the Committee. sid 


ie ‘THE SENATE 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 


EVIDENCE 


OTTAWA, Wednesday, May 10, 1964. 


% - 


hes 
% The Standing Committee on Banking and Commerce, to which was referred 


Senator Salter A. Hayden (Chairman), in the Chair. 


_ The CHAIRMAN: I call the meeting to order. We have several bills this 
morning. The first one is Bill S-28, an act respecting The Quebec Board of 
rade. 
< The committee agreed that a verbatim report be made of the com- 
mittee’s proceedings on the bill. 

The committee agreed to report, recommending that authority be 
granted for the printing of 800 copies in English and 300 copies in 
French of the committee’s proceedings on the bill. 


Representing the Board of Trade we have Mr. Renault St. Laurent, and 
Mr. Roger Vezina, who is the secretary of the Quebec Board of Trade; Mr. 
Belanger, the Chamber of Commerce at St. Romuald d’Etchemin, Mr. Gaston, 
who is counsel for ten of the Boards of Trade of Metropolitan Quebec; and 
M . Bezin who is president of the Chamber of Commerce of Levis. These are 
the appearances, not necessarily appearing for or against the bill at the 
moment—That will clarify itself. 
Mr. St. Laurent, have you organized who is going to make the presenta- 
in support of the bill? 
Mr. St. LAURENT: Yes. 

The CHAIRMAN: Are you going to do it? 
Mr. St. LAURENT: Yes sir. 
The CHAIRMAN: Very well. Will you proceed, please? 


Mr. Renault St. Laurent: As stated in the explanatory notes, Mr. Chair- 
man the purposes of the bill are to modernize and consolidate the corporate 
structure of the corporation, to change its name from The Quebec Board of Trade 
to Board of Trade of Metropolitan Quebec—and in French, Chambre de Com- 
merce de Québec Métropolitain. This bill, as stated in the explanatory notes, 
an ounts to a restatement of the corporation’s organization, functions, duties 
and powers. 
ma Lhe corporation started its corporate existence in 1842. It was organized 
under the name of Quebec Committee of Trade in 1909, and the association 
was for the purpose of the promotion and economic defence of Quebec; and it 
was, as stated by the historian who wrote the history of the Quebec Board of 
Trade, the product of the solidarity of the Quebec merchants who had to face 
the American competition in the West Indies and that of northern Europe 
on the English market. 

_ The reasons for requesting that the name ‘“Metroplitan” be added is to 
better situate in the mind of the public, and especially in the minds of these 


tion 


- : 


ill S-28, respecting The Quebec Board of Trade, met this day at 9.30 a.m. 
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5,000 correspondents who are annually in touch with the Quebec ef of 
Trade, the territories which, for many years, and particularly in recent years, 
have been the object of the Board of Trade’s major endeavours in the pro-_ 
motion of the development of any lawful trade or industry, as stated in section | 
3 of the bill, and the fostering of the economic and social welfare of the City 
of Quebec and the metropolitan area of Quebec. Because of the fact that 
actually in years past it has promoted the development of Quebec and metr O- 
politan Quebec, it is felt by the members and the board of this corporation : 
that it would simply confirm by its title what it has been doing for many, 
many years with the addition of this word “metropolitan” to its name. a 


Some of the major endeavours that the board has undertaken in the inter-_ 
ests of the metropolitan area—there are many of them, but I have a few here © 
which if I may be permitted I should like to mention. They have worked on 
the preparing of a submission on the sharing of sales tax for the whole region 
of Quebec. They have promoted and organized the first winter carnival of the 
Quebec region, and they have participated in the subsequent carnivals in the - 
past 10 years. They have prepared a report on the cement industry in the area, 
and this report, I understand, is responsible for the establishment of a large 
modern cement plant in a town which is a suburban municipality of Quebec, © 
and not located within limits of the city. They have made several studies of 
reports on the port of Quebec. They have a jurisdiction over the office of the 
port warden which they have exercised practically since the port warden was - 
appointed by Ottawa, and they are responsible for recommending the person > 
who is to be appointed Port Warden and any assistants. They exercise control 
over the examination which the candidates have to take before they can be 
appointed to this office, and returns have to be filed with them, and they have 
jurisdiction for the removal of a port warden or any depupty for eas 
or neglect of duty and so forth. 


This port warden has jurisdiction over the port of Quebec which extend 
away beyond the limits of the city of Quebec. It goes from the Quebec Bridge 
to Ste. Petrofille. It embraces the two shores, Quebec and the south shore 
including Lévis, Lauzon and so forth. The Quebec Board of Trade has worked — 
for many years on the improvement of air services. They were mainly respon- 
sible for the establishment of the new airport in Quebec. That of course was 
not established within the city limits—that would not have been possible / 
but they succeeded in having it established outside. 


They have recommended the establishment of a postal terminus, and 
domicile delivery for the whole region, and have contributed a substantial 
amount of money in 1954 and 1955 for the upkeep of Boulevard Talbot fro 2 
Quebec to Chicoutimi. This was advantageous not only to Quebec City. They 
have prepared briefs in favour of a television station in Quebec, and later 4 
C.B.C. station in Quebec. The television station was established in 1954 and the ): 
C.B.C. is preparing to establish a station in our city at the present time. 


The private station is in Ste. Foy but the Quebec Board of Trade considers 
it is one of their responsibilities for the development of the general area. 
It has prepared and submitted a brief to the Fowler Commission on Radio and 
Television, and prepared and submitted a brief on the economic prospects of 
Quebec metropolitan area. This was submitted to the commission on economic 
prospects in Canada. It has submitted a brief on the coastal trade, and it has 
taken part in arbitration of business hours in the entire Quebec region, and 
tried to find a solution to the problem which is of interest to the whole area. 
It has published the only regional tourist map which on one side shows old 
Quebec and on the other the whole area, and this has been published and 
35,000 copies distributed to tourists. It ee made studies of the metropolitan 
highway problems and submitted a brief to the Quebec Minister of Roads, 


i Dae: nee cote a gree and supported the construction of the 
mplain ship terminal which is located on the Quebec side and which I 
bmit is beneficial to the whole area, but it also has made studies of the 
iprovement of rail communications between Quebec and the City of Montreal. 
All these I mention to indicate the work done by the Board of Trade of 
Quebec and to show that it has been beyond the limits of the city, and it has 
een in the interests of the whole area. 

. Its objects are stated in section 3 of the bill, and I submit that in section 15 

where it is stated that: 

Pi The territorial jurisdiction of the Corporation shall include the city 
a: of Quebec and other municipalities or territories included in the Quebec 
metropolitan area,— 

does not actually give any power to the Quebec Board of Trade over these areas 
but simply enables the Quebec Board of Trade to do the things in other areas 
4 Y within greater Quebec that it has been doing in years past. We seek this in order 
to protect ourselves. It does not imply any danger to any other interests because 
_as is stated in the remainder of the section: 


‘a . However, this jurisdiction shall not affect any authority allocated to 
the local boards of trade already constituted and which operate lawfully 
in the municipalities or territories, other than the city of Quebec, included 
= in the above-mentioned area. 


- Some question has arisen as to the possibility of conflict of names because 
of the word “Metropolitain” or “Metropolitan”. It is conceded that there is one 
corporation known as le Bureau de l]’Industrie et du Commerce de Quebec 
Metropolitain Inc., which is translated in English as The Industrial and Trade 
Bureau of Greater Quebec Inc. I submit, Mr. Chairman, that this is a provincial 
corporation. It was founded for certain purposes. The initiation of its foundation 


was taken by the Board of Trade of Quebec. 


pe: ‘ : . . 
At one time, and for a certain number of years, there was an industrial 


te missioner who was employed by the City of Quebec, and when he no longer 
“existed as such it was felt that in order to get the support of the suburban 
municipalities it would be in order and quite proper to invite other suburban 
municipalities, their local boards of trade or chambers of commerce, to support 
this project, and the only way it could be done was by creating a separate 
corporation. 

x That was not done by the Board of Trade of Quebec, but for this organiza- 
tion which replaced the Board of Trade of Quebec. Anything that could con- 
tr tribute to the improvement of the economic situation in that area The Quebec 
zs Board of Trade has in the past promoted and assisted and encouraged, and the 
Board of Trade is a.member of this Industrial and Trade Bureau of Greater 
Quebec inc. 


Mt I submit that the fact that this organization or corporation has a name 
containing the words “Québec Metropolitain” which is translated as “Greater 
: bec” will not in any way create any conflict. 


a think I should add here, Mr. Chairman, that the Board of Trade of Quebec 
has a permanent seat on the National Chamber of Commerce, and I think as 
cal board it is the only one in the Quebec area. It is also a member of the 
adian section of the International Chamber of Commerce, and it has quite 
_ at ah influence in that aes 


* ee to its name would add to its prestige. The Quebec area is 


be oming more and more important. “Metropolitan” is easily recognized as 
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something that can be added to names of cities like Toronto and Montreal. We 
have Metropolitan Toronto, Metropolitan Montreal, Metropolitan Vancouver 
and I submit that we should now be saying ‘‘Metropolitan Quebec”. 3 

I would hope that those with whom the Board of Trade has worked in the 
past will realize that we are not trying to take anything away from anyone. 
We are simply trying to create a situation where, through our charter, we will 
have local recognition of what we have actually been doing, especially during 
the last 75 years. 

The CHAIRMAN: Are there any questions? 


Senator BourGcET: Mr. Chairman, I would like to ask Mr. St. Laurent a 
question. You have just mentioned some projects on which the chamber is 
working on the Quebec side. Could you tell us how many contracts have been — 
realized by the Chamber of Commerce on the south shore? 


Mr. St. LAURENT: I think I would be more at ease if the managing director 
of the Board of Trade of Quebec were allowed to answer that question. 


Mr. Roger Vezina, Secretary, Quebec Board of Trade: In many circumstances 
we have made recommendations for Quebec at large. Just as an example, a 
few months ago we studied the network of roads in the Quebec area, and ~ 
certainly the most important of our recommendations was that the old num- 
ber 2 highway between the Quebec bridge and the Rond Pont de Lévis be 
enlarged. This is just an example of what we have in mind in the Quebec 
Board of Trade. The chamber at Lévis is recommending the enlarging of the 
Boulevard Charest, which does not go to Quebec City but which goes out of 
Quebec City up to Ste. Foy. That is an example of the preoccupation of the 
Quebec Board of Trade, and it is in the original spirit because we think we 
are all interdependent. 


Senator BourcEt: I quite agree with that, Mr. Vezina, but the study that 
was made regarding roads in the Quebec area, including Lévis, and a tunnel, 
was prepared by le Bureau de l’Industrie et du Commerce de Quebec Metro- 
politain, was it not? It made all the surveys. I have a report in my office of the 
study that was made, and it was not made by your chamber but by le Bureau 
de l’Industrie et du Commerce de Quebec Metropolitain. 


Mr. VEZINA: We have requested—it is beyond our financial means, you 
know, to make a very serious study. This involves a matter of expertise which 
costs about $300,000 or $400,000, so we requested the department to have a 
survey made on that. This is just another example of what we have in mind. 
I think at the time the industrial bureau took care of that problem, but it was 
not its main objective which is the obtaining of new industry. 


Senator BourcEt: Would you not agree with me that all the work—the sur- 
veys, the studies, the reports and the maps—was all done by le Bureau de 
PIndustrie et du Commerce de Quebec Metropolitain? Is not that a fact? 


Mr. VEZINA: I admit they have made a study of that, but I can mention 
that the Quebec Board of Trade has made more important studies. We pub- 
lished a brief on the economic prospects of the metropolitan area. 


Senator THORVALDSON: Mr. Chairman, while we are waiting for a Frenc 
reporter may I ask Mr. St. Laurent a question? I notice that the date of incor- 
poration of the control Board of Trade of Quebec is 1841. As a matter of 


personal interest can you tell me if that was the first Board of Trade incor- 
porated in Canada? 


Mr. St. Laurent: No, it was the second. The first board was in Halifax 
which was established in 1798, I understand. I am sorry, much before that is 
Halifax 1775. 
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 Saaee under the hid union of the provinces in 1841. I was wondering if 
the Toronto Board of Trade was that old. I guess it is not. 


Senator WILLIS: I acted for them last year in their application. 

- Senator THORVALDSON: Would you refer to the last Section 16, the repeal 
clause. There was a section relating to the Quebec Board of Trade passed as 
Chapter 99 of the Statutes of 1899. I assume that was an incorporation under 

the Boards of Trades Act of the Dominion, which I think had been enacted 

at that time. 

Mr. St. LAURENT: There were very minor modifications made to the 

charter of the board of trade, the purpose being to replace the words “being 

inhabitants and using trade and commerce within the said City of Quebec” 
by the words “identified with trade, commerce or manufactures, to enable 
the board of trade to recruit people and accept in its corporation citizens who 

did not reside in the City of Quebec. 

4 As a matter of fact, there are 500 members from outside Quebec City 

and perhaps half of these are corporations which are not located within the 

_ Quebec area but who find it most beneficial to belong to this Quebec Board of 

= Trade. 

% Senator THORVALDSON: Thank you. 

Senator VAILLANCOURT: You mentioned Montreal Chambre de Commerce. 

The name is Chambre de Commerce du District de Montreal. 

Mr. St. LAURENT: That would cover a much greater area than the Island 

of Montreal. 

Senator VAILLANCOURT: It is not much larger than the Island of Montreal. 

For us this new name “Metropolitan” gives a distinction between the Bureau 

of Commerce and the Chambre de Commerce Metropolitan. We are mixed up 

all the time by these. We are afraid you take all of the south shore with the 

Quebec Metropolitan. We are afraid you ignore the Lévis, St. Romuald, Lauzon 

‘areas and that all Quebec will be cut down to Quebec city, against our 

travellers and the local travellers will disappear. 


Mr. St. LAURENT: I submit that this is not our intention and in the past we 
are not seeking anything more than we have had in the past. If these sections 
are read carefully, you will see that we have no legal jurisdiction over these 
people. They are free, as we are very honoured to have one of Senator Vail- 
lancourt’s industries in our Quebec Board of Trade and I know that several 
others on the south shore, such as Davy Shipbuilding, Geo. T. Davy & Sons 
Ltd. and Baribeau Industries. 


Senator VAILLANCOURT: Only three, that is all. 


Mr. VeEzINnA: It is impossible to mistake the Metropolitan Board of Trade 
| in regard to outside people. We are registered as Quebec Board of Trade and 
are in the international directories of boards of trades and chambers of com- 
‘merce all over the world. We receive thousands of letters from outside, coming 
from every area in the world and from time to time we receive letters from 
people who are making industrial surveys with the intention of establishing 
new industries. At that time we send a letter giving the information. So 
there is no possibility of confusion with any regional point of view or with any 
outside point of view anywhere in Canada. 


x Senator VAILLANCOURT: Is it necessary to have the word ‘Metropalteat 
if you receive thousands of letters addressed to Quebec Chamber of Com- 
merce from all parts of the world? 


12 STANDING COMMITTEE = ee 


Mr. Vezina: But we have to answer our letters and this is a Pceree of 
prestige for our region. We co-operate. There is a social reason. It is to let the 
people living outside have in mind that our objectives are all for the region | 
of Quebec. So it is in the public interest. a 

The CHAIRMAN: This is an interesting debate that is going on between | 
Senator Vaillancourt and Mr. Vezina. 7 

Mr. VrEzINA: But you know, senator, he is one of our members. The senator j 
is a member of Quebec Board of Trade. : 

The CHAIRMAN: The purpose here is to develop the evidence in support of 
or against this bill and these witnesses are exposed for questioning. If we — 
are going to argue the point we will argue it afterwards, but we are not 
going to argue with the witnesses. 4 

Senator VAILLANCOURT: We are only on one word “Metropolitan”. We are | 
not against the bill. That is Quebec Metropolitan. F 


Senator Bourcet: I. think the purpose in the question was to show to : 
the members of the committee that the interests of the Chamber of Commerce 
of Quebec is limited in fact and in practice to the Quebec area, to the City 
of Quebec, not at all to the south shore, not to Lévis, Lauzon, St. Romuald- 
d@’Etchemin. This is the purpose of our question. That is the reason why I 
asked Mr. St. Laurent and Mr. Vezina if the Chamber of Commerce of Quebec 
has got anything for the development or to promote the interests of the 
south shore. So far we did not have any answer to that. 


The CHAIRMAN: Mr. St. Laurent, have you an answer? a 


Mr. St. LAURENT: I want to mention one item which was mentioned 
recently. There was a serious collision in the river some time ago and great 
efforts were made by the Quebec Board of Trade to have this ship repair 
directed to Lauzon and it was actually done there. They are under the 
impression that it was their intervention which was responsible for this. 
It was a $750,000 job. That is one instance. Y 


Senator Bourcet: To that effect, I think the Member of Parliament for 
Lévis, and two senators, took a great interest in the work the shipyards can 
get in Lauzon. Of course yon can ask the Quebecers. They are in Quebec. 


The CHAIRMAN: Are there any other questions you want to ask Mr. St. 
Laurent or Mr. Vezina? 


Senator BourGeET: There is just one point. Mr. St. Laurent stated that ie 
word ‘Metropolitan’ would add prestige. Mr. Vezina said he is receiving 
piles of letters. Therefore, without adding the word ‘Metropolitan’ to the 
Quebec Chamber of Commerce, it still has prestige, because it is receiving 
hundreds and hundreds of letters. 3 


Mr. St. LAURENT: Probably we would get twice as much. 


The CHAIRMAN: Are there any representations to be made against the 
bill or against the name? 


Mr. R. Belanger, Chamber of Commerce, St. Romuald d’Etchemin: Honourable 
senators, I am respresenting the Chambers of Commerce of Lévis, Lauzon, St. 
Romuald, Charlesbourg and Beauport. I also understand there are objections 
from the Chamber of Commerce of Loretteville and others. I have not got 
a mandate from them. 


There is no question for us to make a quarrel with our good neigh boule 
of Quebec City but we just want to point out the effect of the bill. Its avowed 
purpose will be to create a new chamber that will speak in the name of all 
the municipalities that are in the Metropolitan area of Quebec and that will 
have the prestige of the Metropolitan Chamber, although it will be a local 
chamber of commerce, that is the Chamber of Commerce of Quebec City. 


iA 


é vis Beat cost over $1 million. A private company wanted to lease that wharf, 
to er build there. During a whole year the Quebec Chamber of Commerce 
opposed that project and when they gave their consent it was too late and 
he project was abandoned. 

ig - With regard to the question of the roads and traffic between the two cities 
at t the two shores of the river, a committee is studying the question of traffic 
a: facilities between the two shores of the St. Lawrence River between Lévis and 
, Quebec. Recently a member of that committee, from the Chamber of Commerce 
of Quebec, said he would withdraw from that committee. It was for the French 
reason. Anyway, they have different opinions and ideas about those questions, 
. ‘and there are many other questions, as for instance the one Mr. Vezina men- 
i ioned, the question of the sales tax. 

There has been a difference of opinion between the City of Quebec and 
fother cities about provincial sales tax, and I do not see how the City of Quebec 
could have the same interests as other municipalities on that subject. 

' Another question is that of tourism. I do not see how the Chamber of 
‘Commerce of Quebec could direct tourists from the municipalities from the 
south shore, because they would of course be interested in directing tourists 
to Quebec City. 
ie Another point I want to mention is that the Chamber of Commerce of 
Quebec, before presenting that bill, did not ask the request or consent of any 
other chambers of commerce in the area, and did not ask the consent or 
approval of any municipal council in the area. We do not know who is going to 
benefit from the bill. Of course, we have no objection to the articles in the bill 
4 at provide for more power for the chamber, but we are opposed to the fact 
iat it will create a situation whereby the chamber will have the prestige of a 
r netropolitan chamber of commerce, whereas it should be a local chamber of 
commerce. 
8 I want to point out also that we have a bureau which acts for the benefit 
of all the regions, and which with regard to this bill sent a telegram to the 
Secretary of State, who transferred the telegram, I understand to the Clerk of 
the Senate, opposing the name of the chamber of commerce, and what the bill is 
asking, because there will be confusion. 
_ There is also that fact that we have two original chambers of commerce, 
0! ne on the north shore of the river and another on the south shore for the pur- 
“Ug of working for the best interests of the whole region. 
- ¥or all those reasons, Mr. Chairman, I do not see why in this bill the 
1amber of commerce is asking to change its name. We object to the new name, 
a ad also to the jurisdiction that is asked for in the bill. 
‘Mr. St. Laurent said that this bill will not interfere with the other cham- 
db ers of commerce. I do not think that is true, because if this chamber of 
| commerce is over all the other ones, the local chambers of commerce will 
isappear. Up to this date there has always been good co- operation between the 
Bee ber of Commerce of Quebec and the others in the area, and I do not see 
hy this co-operation should not continue. I do not see how the Chamber of 
Cc ommerce of Quebec could speak in the name of the other municipalities when 
there is a conflict, or there are different interests. 


” nents to Bill S-28, as follows: 

‘ag if 1. That the name of the corporation, in English, be changed to “Board of 
Brac ade of Quebec City” and in French to “Chambre de Commerce de Quebec.” 

Atae 


| ie 


_ For all those reasons, Mr. Chairman, I would ask that there be three amend- 
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2. That section 3 of the bill be modified by deleting in the third and fourth 
lines, the words ‘‘and metropolitan area of Quebec in particular,” and by delet- 
ing in the sixteenth line, the words ‘‘metropolitan area.” 


3. That section 15 be substituted by the following: 


The territorial jurisdiction of the Corporation shall include the City 
of Quebec. 


Thank you, Mr. Chairman and honourable senators. 


Senator ISNor: Mr. Belanger, how many boards of trade are there outside 
the City of Quebec? 


Mr. BELANGER: About 10 or 12. I have the names here. 

The CHAIRMAN: Any other representations to be made? 

Senator BuRCHILL: How many chambers of commerce are there? 
The CHAIRMAN: Mr. Belanger said about 10 or 12. 


Senator BURCHILL: I take it, of course, that a board of trade is the same as a 
chamber of commerce. 


The CHAIRMAN: Have you anything to add, Mr. St. Laurent? 


Mr. St. LAURENT: First, I should like to point out, Mr. Chairman, that this 
is not anew name. We are asking to add to “Board of Trade,” the word ‘‘metro- 
politan”. We are asking for something to qualify and to conform with what we 
have been doing for all these six years. If the amendments suggested by my 
learned friend were accepted by this committee it would mean that some of the 
powers that we have enjoyed since 1842 would be reduced, if these powers — 
extend as far as he claims, and I submit that they do not. 

I submit that we have tried in section 3 to summarize what we have been © 
authorized to do ever since we existed. The Board of Trade of the City of Lévis 
has the power to do something for the welfare of Canada, and particularly for 
the City of Lévis. So we are not quite as anxious—at least, we don’t embrace 
so large a field—and we have limited ourselves to the Province of Quebec. How- » 
ever, if you consult their charter, you will find that they asked the power for 
the whole of Canada, and particularly for Lévis. It is not my fault if the cities 
of Quebec and Lévis have populations of unequal size. I am not saying that the © 
initiatives, and so on, of the City of Lévis have not been as great, for instance, as 
those of the Board of Trade of Quebec; but I would like to repeat that Quebec ~ 
City is the capital of the province. Quebec is the metropolitan area of that part. 
of the province, just as Montreal is the metropolitan area of greater Montreal; 
and the same applies to Toronto. 

For that reason, Mr. Chairman, I submit our request that the word 
“metropolitan” be approved as being added to the name of our corporation. 

Senator ISNoR: What have you to say in reply to the statement that was 
made that you did not consult any of the other boards? 


Mr. St. LAURENT: The manager of the Board of Trade of Quebec has 
queried as to the need of consultation and, if you like, the Montreal Board of — 
Trade of the Province of Quebec, to consult or to request any approval from > 
corporations which were formed in subsequent years, without ever asking to — 
have the approval of the Board of Trade of Quebec. I do not think that anyone © 
here, from the information I received from Mr. Vezina, can state that any of 
these local boards of trade had requested the ae. of the Quebec Board 
of Trade before they applied for incorporation. 

For the same reason, I think, the Board of Trade of Quebec has representa- 
tives from all the surrounding municipalities, and these representatives are 
aware of what is being done, because this is being submitted to a meeting of 
the members of the board of trade; and I think the committee, or the board of 
directors of the corporation, did not deem it necessary to cee the approval of 
the junior chambers of commerce or boards of trade of that area. 
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* Senator BourcET: Mr. Chairman, may I ask Mr. St. Laurent a question 
ab nut what Senator Isnor asked a moment ago? When you want to extend your 
territorial jurisdiction outside of the City of Quebec, would it not be only fair 
that its chamber of commerce would ask those municipalities if they approve or 
disapprove? 

_ Mr. St. LAURENT: May I reply to that by saying that we do need in our 
charter the right to promote and foster the economic development of the whole 
province, and particularly of Quebec, and therefore that was much broader than 
is referred to in the bill. If we have that broad power before we are asked to be 
limited to our bill or to our charter, I submit there is no need to get the 
authorization of any of the local chambers. If we had that broad power before, 
we are asking for an amendment to our charter, and I submit that perhaps there 
v as no need to get the authorization of any of the local chambers. 


4 Senator BourGeT: But do you not agree with me you have the power of 
trying to promote the interests of all Quebec, but as a matter of fact you never 
have exercised your power outside of Quebec City? In practice it is never done. 


Mr. ST. LAURENT: I am sorry to disagree. Here a very patent example of 
that is the St. Lawrence Cement which is located at Villeneuve, and that is a 
$20 million proposition. 

zs Senator BourRGET: But you have not done a thing for the south shore, and 
ou have not proved here that you have. 


_ The CHAIRMAN: I understand from what has been said by both sides that if 
the word “Metropolitan” did not appear in this bill you would be raising no 
objections? 

Senator BourRGET: Not at all. 

The CHAIRMAN: Is it necessary for us to get into the situation as to who was 
responsible for a cement plant in some place and who was responsible for some- 
thing else in some other place? 

_ Is not the question really this: in the circumstances, should this Board of 
Trade—well known and well respected, having all the goodwill in the world— 
be permitted to use the word “‘Metropolitan’’? Is that not it? And if the com- 
mittee decides they should not be permitted so to do, then we are going to have 
to adjourn consideration of this bill because there are some amendments which 
are required in order to take care of what will follow as a result of striking out 
that word. I understand that even in section 3, to which Mr. Belanger referred, 
it contains the objects of the Board of Trade, but I do not read anywhere there 
where those objects are so exclusive that no person else should not do the same 
th ing. 

4 Senator BOUFFARD: As the promoter of the bill, Mr. Chairman, I must admit 
Iam extremely surprised at the objections raised before this committee. Here are 
about ten Boards of Trade that have in the last 25 or 50 years helped the 
development of Quebec and the surrounding area. At the time I was a student 
Quebec carried only about 100,000 population; there was no industry and 
nothing else. Lévis was a small city of 10,000 and St. Romauld, 2,000 or 3,000. 
Today Quebec has a population of 350,000, with lots of industries. This has 
occurred because of the co-operation among everybody in Quebec and the sur- 
rounding area who have tried to promote trade and industry in Quebec. 

% ~The only thing that the corporation is asking for is to have the prestige 
it thinks it rightly deserves, because it is at the present time a member of the 
Canadian Board of Trade and the Canadian Chamber of Commerce, on which 
it has two board members. It is also a member of a section of the International 


Montreal, Toronto, Vancouver, Winnipeg; and they were all in the same position, 
if I am not mistaken. As I say, the only thing the chamber wants is the prestige 
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necessary in its contacts with other Boards of Trade, with the industrial and 
commercial people who come, and it wants to be able to represent this section 
of Quebec, whether it is Lévis, or St. Laurent or Villeneuve. They want to 
have the prestige necessary to be able to discuss the development of Quebec 
and the surrounding area. It has no actual power at all; the only thing it can 
do is to help. It has no jurisdiction to impose anything; it has no jurisdiction to 
carry on any project in one or the other city. It can only help, and I am sorry 
to think a militant point of view thinks Quebec should not carry a name which 
is going to give it prestige, which it is necessary for the Board of Trade to have 
if it is going to deal with other bodies that can do something. 

It has been said they have not done anything for Lévis. Well, they have 
been the promoters of the School of Commerce, which is part of the university. 
Is not that a promotion with regard to Lévis just as well as Quebec and the 
surroundings, where they have a little over 5,000 people taking courses in 
commerce and industry? a 

I know Senator Bourget, our Speaker, and Senator Vaillancourt have made 
many representations and have won the establishment of what they call the 
shipbuilding industry, to carry on work. It is all in Quebec, and I am sure the 
Board of Trade in Quebec and the Chamber of Commerce in Quebec have helped 
and made representations so Lévis can have as much work in construction as 
possible. 4 
It does not give the Quebec Board of Trade any jurisdiction at all. They do 
not want to interfere with any local of the chamber of commerce. The only 
thing we want is prestige and more members. 5 

Why more members? Because it is not going to be St. Emile that is going 
to have the Metropolitan Board of Trade. Quebec City is the biggest city and 
the capital of Quebec, and it is natural that it should carry the name 
“Metropolitan’’. F 

Why does it need more members and money? To do the work that has te 
be done before all kinds of commissions that come to Quebec, before whom it 
has to make representations. It is the Metropolitan Board of Trade that has to 
do that work, and to do the work we need more money and more members 
As a matter of fact, there are many members from Lévis at the present time. 
I do not see why there is any objection before this committee when the only 
thing the corporation seeks is to help the development of greater Quebec. We 
have obtained an airfield; we have established the St. Lawrence Cement, which 
is a big industry in Villeneuve. If Lévis wants to have any help at any time the 
Board of Trade of Quebec will do all it can, but to do that in the best way it 
has to have the prestige. 

Senator Poutiot: Mr. Chairman, I agree with Senator Bouffard that this 
institution should have prestige and keep the prestige it already has, but the 
prestige is owed to its good name, the good name of the Board of Trade, and if 
you translate it by “Bureau de Commerce” nobody will know what it is. In 
Quebec there are two similar institutions. There is one French which is the 
Chambre de Commerce, which has done as much as the Board of Trade for 
the progress of the City of Quebec, notwithstanding what has been said; and 
there is the Board of Trade, which is the English replica of the Chambre de 
Commerce. j 

Why is it called the Board of Trade? It is an English institution, and you 
know very well that in London the equivalent of the Canadian Minister of 
Trade and Commerce in the British government is called the President of the 
Board of Trade. It is well known, and some zealous translator has called the 
Board of Trade the Bureau de Commerce. Nobody will understand it. . 

Is the Board of Trade and La Chambre de Commerce the same thing? 


The CHAIRMAN: Yes, it is the same thing. 


« 
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i Senator BourrarD: The name will read Chambre de Commerce de Quebec 
-Metropolitain. 


5 Senator PouLioT: Well, that is all right, and I am very happy. 


| The second thing with regard to the metropolitan area is, what is the use 
of it? The name is good, and if the adjacent municipalities, those that are near 
‘the City of Quebec but do not form part of the City of Quebec, have interests 
to promote, I wonder what will be the action of the Board of Trade or Chambre 
de Commerce in such cases? 


I am for decentralization, and I do not see why the Board of Trade should 
be called the “Metropolitan” in an act of Parliament when the City of Quebec 
is far from being a metropolitan city. There are a lot of municipalities around 
the city of Quebec, and they are against annexation; and before the annexation 
is completed I do not see why the Board of Trade should be called “Metro- 
-politan” in any act of Parliament. 


f Senator VAILLANCOURT: The word ‘‘Metropolitan” does not add any prestige 
to Quebec. What difference will it make to people dealing with the Board of 
Trade if you have ‘Metropolitan’? Quebec has its prestige. Nineteen years ago 
you permitted Lévis to organize its own chamber of commerce, and now you 
want to change that. That is my picture. Then we have our colleague Senator 
Bouffard who speaks on the commercial school of Laval University. You cannot 
build a school in any other place than near a university, and you cannot have 
‘an airport in Quebec—it must be outside. The Board of Trade is not responsible 
for that. We wish to co-operate. 


Senator FLYNN: Mr. Chairman, I want to say I was impressed at the begin- 
ning by the arguments brought by those opposing the name of Quebec Metro- 
-politan, but I think there is some confusion. The meaning of the word “metro- 
-politan” does not imply any extra territorial jurisdiction in itself. I am not now 
_ discussing section 15 of the bill, but merely the word “metropolitan”. There is 
no doubt the metropolis is Quebec City, and if there is any metropolitan board 
of trade in that area it is the Chamber of Commerce of Quebec. If it adds prestige 
to the chamber of commerce outside this area on the national basis, I think the 
Becument is a valid one in favour of giving it the name. In itself the name does 
a take anything away from the other chambers of commerce, and there is no 
doubt that this one has been the one to take the initiative because of its relative 
et with regard to others. I don’t think anybody here can contest that 
it is a chamber of commerce, and for these reasons I think the word “metropoli- 
tan” should be granted. I think we might discuss the implications in section 15, 
but not the word “metropolitan”. 


" Senator THORVALDSON: I have had a very long association with the chamber 
te commerce in Winnipeg. For that reason I want to add a word to what has 


e 


_ been said. I made a couple of notes during the discussion, and one of those notes 
was the word “interfere,” and the other was the word “jurisdiction”. Senator 
Bouffard referred to both of those expressions. I want to say this; I do think that 
e objection to this bill completely misconceives and misconstrues the basic 
Ibjectives of the chamber of commerce or board of trade movement in Canada. 
\fter all there is no such thing as a jurisdiction of a board of trade, or a cham- 
ber of commerce, whether you call it the Board of Trade of Winnipeg, greater 
Winnipeg or metropolitan Winnipeg. I might discuss the aspect of Winnipeg 


ly 


a the situation is identical to that of Quebec. We have the Winnipeg 


* consequently many cities and communities have changed their name from 
what used to be board of trade to chamber of commerce. So far as Winnipeg 
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is concerned some day someone may come here and ask for the word cnetrom 
politan” to be added. Nevertheless the fact is that the chamber of commerce is a 
a chamber or board of trade which covers the whole metropolitan area off 
Winnipeg which has now nearly one-half million people whereas the city itself 
has only two hundred or two hundred and fifty thousand. 
Senator HUGESSEN: Are there other boards of trade? 
Senator THORVALDSON: Yes. 
Senator McCuTcHEON: Does it go across the river? - 
Senator THORVALDSON: Yes, it goes across to St. Boniface. I don’t think 
there is an industry in St. Boniface with membership in the Winnipeg Board | 
of Trade. The same applies to St. James, Fort Garry, West Kildonan and East 
Kildonan. Nevertheless all these places, or most of them—I know St. Boniface 
and St. James have their local boards of trade, and specifically for the purpose 
of helping that particular area, but the Winnipeg Chamber of Commerce is 
devoted to helping the whole area. I cannot see the Winnipeg Chamber of 
Commerce coming here and asking for the word “metropolitan” to be added 
and any exception being taken by any municipality to that. 4 
The point is that these are voluntary organizations. The whole chamber 
of commerce movement is a voluntary organization dedicated to helping com- 
merce, business and industry in the area it serves. Unquestionably the Quebec — 
Board of Trade must serve the whole area for the good of the area. It is all 
one economic unit, and for that reason its functions, purposes and usefulness 
would be very much diluted if it confined itself merely to the geographical 
limits of the City of Quebec itself. I say that because the same reasoning applies 
to it as applies to the City of Winnipeg which I know so well. I want to say 
thaat the objection to the change of name misconstrues and misconceives the 
purpose of the whole chamber of commerce movement. 4 
The CHAIRMAN: Senator Dessureault. 
Senator DESSUREAULT: I wasn’t here when the objections were mentioned. 
But I am surprised that there is opposition to this bill. I did not hear what 
Senator Bouffard said, but I think by adding the word “metropolitan” to the 
name it will give a little more prestige, and the idea is to help the surrounding 
municipalities. I don’t think the idea is to do any harm. 


The CHAIRMAN: There is only one issue here, whether it is to be or not to. 
be metropolitan. 


Senator BOUFFARD: I move the adoption of the bill as is. | 

Senator Isnor: May I say that is a matter for the committee as usual. We 
generally, after hearing the witnesses, consider the bill, and make our decision 
as a committee. I think two or three of the speeches made here have been | 
more or less a play to the gallery, with all respect to the speakers. 

The CHAIRMAN: Are you ready to consider the bill section by section? 

Senator BourGeT: Before we consider it section by section, can you tell us” 


if letters have been received from other chambers of commerce in the area 
of Quebec opposing the bill or supporting the bill? 


The CHAIRMAN: The Committee Clerk informs me that there have beant 
inquiries from various organizations in the area for copies of the bill, and 


there was an objection from Mr. Robert Blackburn, president of the chamber 
of commerce in Giffard. 


Mr. St. LAuRENT: May I say that this was withdrawn. I have a letter here 
saying they were supporting the bill. 
. The CHAIRMAN: There was another objection from Mr. Lachance, who is 
vice-president of the Bureau of Industry and Commerce of Metropolitan 
Quebec Inc. There is a letter from Jacques Lavoie, vice-president of the 
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ie h amber of Bonieraree of Duberger; from Antoine Parent, President of the 
“Chamber of Commerce of Loretteville; from Fernand Boillard, President of the 
AC Shamber of Commerce of Beauport; from Adrien Begin, Secretaire, C.P. 40, 
Levis, Quebec; and from Firmin Bernatchez, Counsel, Chamber of Commerce 
* Saint Romuald d’Etchemin. 


Senator BourGeET: Are they all opposing the bill? 


The CHAIRMAN: No, these are the ones we have heard from. Three of them 
} ‘indicated opposition to the bill. 


: Senator BOURGET: What about the others? 


 ° - The CHarrMan: I understand they just asked for copies of the bill. Shall we 
consider the bill section by section? 


Hon. SENATORS: Agreed. 

The CHAIRMAN: Shall section 1 carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Shall section 2 carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Shall section 3, the objects clause, carry? 

Senator BourGceT: Mr. Chairman, you are going a little too fast for me. 
, Senator BEAUBIEN (Bedford): We have been on this an hour and a half 
now. Is that fast? 

The CHarrMAN: Shall section 3 carry? 
Senator BURCHILL: Is not this just a question of the name? 


Bi, 


The CuHarrmMan: Yes, but the committee has agreed to consider the bill 
section by section. 
Senator BURCHILL: I was just going to suggest that these people get 
‘together and fix up the name between themselves. 
| The CHAIRMAN: They can do that afterwards. Shall section 4 carry? 
Hon. SENATORS: Carried. 
The CHAIRMAN: Shall section 5 carry? 
\ 
Hon. SENATORS: Carried. 
The CHAIRMAN: Shall section 6 carry? 
| Senator McCutTcHEON: Mr. Chairman, I want to raise one question here, 
and it may be unnecessary. It is usual, I think, in sections such as this to insert 
words which take out the basket clause provisions of the act. They can invest 
1 securities that are permitted insurance companies under the Canadian and 
British Insurance Companies Act, without regard to what the basket clause 
provision is. Otherwise, it leaves it wide open. 


i 


. The CHAIRMAN: Have you any comment on that, Senator Bouffard? 
Senator BOuFFARD: No, but I think Mr. St. Laurent should comment on it. 
Mr. St. Laurent: Mr. Chairman, I must apologize. I was being asked for 
in ormation by the reporter to help him complete the stenographic record. 

| The CHAIRMAN: Senator McCutcheon’s question was addressed to section 6 
which has reference to the Canadian and British Insurance Companies Act. He 
‘asks whether there should be a limitation inserted. 

Senator McCutcHEon: A limitation to the effect that they can invest in 
he same securities as insurance companies without having regard to the 
dasket clause, the number of which I do not know. 
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Mr. St. LAuRENT: I understand this is taken from the act incorporating 
the Board of Trade of Metropolitan Toronto. yy 
Senator McCutTcHEon: Then my objection stands. 
The CHAIRMAN: 
Hon. SENATORS: 
The CHAIRMAN: 


Hon. SENATORS: Carried. : 
The CHAIRMAN: Shall section 8 carry? a 
Hon. SENATORS: Carried. 
The CHAIRMAN: Shall section 9 carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Shall section 10, on page 5, carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Shall section 11 carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Shall section 12 carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Shall section 13 carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Shall section 14 carry? 

Hon. SENATORS: Carried. 


The CHAIRMAN: 
Senator BOURGET: 


STANDING COMMITTEE 


You have heard the objection. Shall section 6 carry? 
Carried. 
Shall section 7 carry? 


Shall section 15 carry? 
No, no. I have not had an opportunity to go through the 


amendment, but I move, seconded by Senator Vaillancourt that section 15 
read: 


La compétence territoriale de la Corporation s’étend a la Cité de 

Québec: 

My motion is that section 15 be amended so that the territorial jurisdiction 
of the corporation shall be limited to the City of Quebec. My motion is that : 
section 15 be deleted, and be replaced by those words. 


Senator WALKER: May I ask a question? Does the Dominion Bureau of 
Statistics include Lévis in the metropolitan area of Quebec? 


Mr. St. LAURENT: Yes. 


Senator McCuTCHEON: Suppose section 15 was stricken out entirely. 
Would it make any difference? 


Senator BourrarpD: I think Senator Leonard has a remark to make which 
will please everybody. | 


_ Senator LEONARD: Perhaps this covers the situation. Suppose section 15 
is ee at line 11 by inserting the words “be exclusive and,” so that 4 
reads: 
However, this jurisdiction shall not be exclusive and affect any 

authority allocated to the local boards of trade.. 


That will indicate it is a jurisdiction shared with ihe other boards of trade 
in the area. 


Mr. St. LAuRENT: That would be entirely satisfactory so far as we are 
concerned, Mr. Chairman. 


Senator BourGET: I am not a lawyer, as you know, but.. 


5 Mr. BELANGER: As one honourable senator said a faecal minutes ago, the 
chamber of commerce already has that jurisdiction. If they have it, thell 
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I propose it be left as it is. They can work towards the improvement of 
trade relations in the whole of Canada, if they like, but their main purpose 
is to work for the City of Quebec. 

Senator BOUFFARD: You have a definite jurisdiction. 

Mr. BELANGER: You could have the same words as in the old act. 

The CHAIRMAN: We have to keep this in order. We are considering 
section 15. Senator Bourget has proposed an amendment, and Senator Leonard 
has suggested a wording which makes very clear the intention of the section, 
namely, that it confers no exclusive jurisdiction on anybody. Senator Leonard 
has suggested inserting some words which have the effect of saying that 
this jurisdiction is not exclusive. Mr. St. Laurent says that that is satisfactory 
to him. All I am saying to Senator Bourget is: “Is that satisfactory to you? 
Do you withdraw your amendment, or do we vote on it?” 

Senator BourGET: It means exactly the same thing because the chamber 
of commerce of Quebec will still have jurisdiction in the City of Lévis and 
on the south shore. Am I not right in that? 


Mr. Hopkins: But not exclusive. 

Senator BOUFFARD: That is right. 

Senator Bourcet: It means that the chamber of commerce will have 
jurisdiction over the south shore. 

The CHAIRMAN: Senator, all this bill indicates is the area within which 
this corporation will function. It does not say it will function there to the 
exclusion of all others. 

Senator McCutTcHEoN: Mr. Chairman, we have passed section 3, and 
section 3 says that the objects of the corporation are to promote the develop- 
ment of any lawful trade or industry, and to foster the economic and social 
welfare, of the city and metropolitan area of Quebec in particular, and of the 
province of Quebec and Canada in general. All I say to Mr. St. Laurent is that 
I do not see that it makes any difference if clause 15 is stricken from the bill. 
I do not like clause 15 anyway. 

The CHAIRMAN: Section 15 is intended only to protect the rights of— 


Senator McCuTCHEON: What authority does this bill confer on anyone? 
gat you strike out that section you still have all your other powers. 


Senator THORVALDSON: I might just add to that— 

The CHAIRMAN: Wait just a second, senator, while we see what Mr. St. 
Laurent has to say, if there is a motion to delete the section— 

Senator THORVALDSON: I so move. 

Senator WILLIS: I second. 

Senator THORVALDSON: When I spoke a while ago I suggested there was 
ho such thing as jurisdiction in this matter. Personally, I see no purpose in 
regard to the first sentence referring to territorial jurisdiction. 

a The CHAIRMAN: With the consent of the promoters of the bill there is now 
a motion to delete section 15. Are you in favour? 

Senator THORVALDSON: If it should be any satisfaction to other muni- 
Cipalities, this section 15 might be redrafted— 

Senator McCUTCHEON: We will be here for a week. 
ie Senator THORVALDSON: —to indicate that nothing here should interfere 
with any other board of trade. 

The CHAIRMAN: There is a motion before us. Those in favour of the 
motion to delete section 15, please signify. Those to the contrary? The motion 
ds carried. Section 16 becomes section 15. Shall section 16 carry? 


A. 
re Hon. SENATORS: Agreed. 
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The CHAIRMAN: Shall the title carry? PCa penal 
Hon. Senators: Agreed. asi | | 
The CHAIRMAN: Shall the preamble bey? 

Hon. SENATORS: Agreed. 

The CHAIRMAN: Shall I report the bill as amended? 
Hon. SENATORS: Agreed. 

Senator VAILLANCOURT: On division. 


Senator BourcET: Honourable senators, I should like to say a rare Our 
amendments which were to be presented were not presented because we did 
not have any time. We would like to wish all success to the Chamber of 
Commerce of Quebec. The City of Lévis has worked for many years in close 
co-operation and I hope that the closest co-operation will exist in the future. 

The CHaiRMAN: Honourable senators, this concludes our consideration of 
the bill. 7 
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ae 


eset to the Order of the Day, the Honourable Senator Lesnanal or a. 
seconded by the Honourable Senator Paterson, that the Bill S-32, | Be 
d: “An Act to incorporate World Mortgage Corporation”, be read the © ; 
time. 


The question being put on the motion, it was— 


Resolved in the affirmative. 


‘The Bill was then read the second time. 


Th e Honourable Senator Leonard moved, seconded by the Honourable 
aator Paterson, that the Bill be referred to the Standing Committee on 
nking and Commerce. 


ta 


Th e question being put on the motion, it was— 
Resolved in the affirmative.” 


J. F. MACNEILL, 
Clerk of the Senate. 
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WEDNESDAY, June 10th, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking __ ae 
commerce met this day at 10.50 a.m. Be. 


“4 % 


Present: The Honourable Senators: Hayden (Chairman), Beaubien (Bed= 0" Gee 
) je Blois, Bouffard, Bourget (Speaker), Burchill, Crerar, Dessureault, 

sson, Flynn, Gershaw, Hugessen, Irvine, Isnor, Lang, Leonard, 
scheon, McLean, Paterson, Pouliot, Smith (Kamloops), Taylor (Norfolk), es 


+ 


rvaldson, Vaillancourt, Walker, White, Willis.—(27) 


iit > 
‘In 5 attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
ounse 

a: 


On Motion of the Chairman the Honourable Senator Bouffard was elected 
cting ' Chairman. 


be 


On Motion of the Honourable Senator McCutcheon it was RESOLVED to | 
por t recommending that authority be granted for the printing of 800 copies — AY 
| Paglish and 300 copies in French of the proceedings of the Committee on 2 
I S-32. > 

Bill S-32, intituled: “An Act to incorporate World Mortgage Corporation”, 
as read and considered. 


, 

ve? 

“he following witnesses were heard: Mr. J. J. Robinette, Q.C., Counsel. ag 
2 i: R. MacGregor, Superintendent of Insurance. 2h 
: 


c Motion of the Honourable Senator Leonard it was RESOLVED to > | Ni 
t the Bill with the following amendments: i 


: . Page 2, line 16; Strike out “80” and substitute therefor “81”. 


2. Page 2, line 17: after “invested”? add the following: “Provided that 
thing in this Act shall be deemed to permit the exchange of unissued shares 
the Company for any unissued shares of Eastern & Chartered Trust Com- 
or of any company formed by the amalgamation of Eastern & Chartered 
t Company with one or more other trust companies.” 


isda vy 


. Page 2, line 18: Strike out “other than” and substitute therefor 
inclu luding”. 


At 12.20 p.m. the Committee adjourned to the next order of business. 
Attest. 


F, A. Jackson, 
Clerk of the Committee. 
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REPORT OF THE COMMITTEE 
WEDNESDAY, June 10th, 1964. 


The Standing Committee on Banking and Commerce to whom was referred 


; Aa the Bill S-32, intituled: “An Act to incorporate World Mortgage Corporation’ 
ae have in obedience to the order of reference of June 4, 1964, examined the 
te said Bill and now report the same with the following amendments: 

x } 1. Page 2, line 16: Strike out “80” and substitute therefor “$1”. 


2. Page 2, line 17: after “invested” add the following: 


“-Provided that nothing in this Act shall be deemed to permit the ex 
change of unissued shares of the Company for any unissued shares of Fastel TT 
& Chartered Trust Company or of any company formed by the anal eee 
of Een & Chartered Trust Company with one or more other trust com 
panies.” ; 


3. Page 2, line 18: Strike out “other than” and _ substitute ne 
‘“including”’’. 4 


All which is respectfully submitted. 


SALTER A. HAYDEN, | 
Chairman. 
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ee | THE SENATE 
: es STANDING COMMITTEE ON BANKING AND COMMERCE 


EVIDENCE 


OTTAWA, Wednesday, June 10, 1964. 


. The Standing Committee on Banking and Commerce, to which was referred 
a Bill S-32, to incorporate World Mortgage Corporation, met this day at 10.50 a.m. 


Senator SALTER A. HAYDEN (Chairman) in the Chair. 


Senator CrRERAR: Before we commence consideration of this bill, I wish 
_ to say to the committee that I am a director of Eastern & Chartered Trust Com- 
pany and in those circumstances I do not think I can sit in consideration of 
this bill. With the permission of the committee, I shall retire and wish 
you godspeed. 

a The committee agreed that a verbatim report be made of the com- } 
a mittee’s proceedings on the bill. " 
| The committee agreed to report recommending authority be granted 


for the printing of 800 copies in English and 300 copies in French of the 4 
committee’s proceedings on the bill. 


The CHAIRMAN: Honourable senators, I wish to tell the members of the 
committee that since my office has been identified with the drafting of this 
4 bill, I do not propose to sit as chairman and I have asked Senator Bouffard to 
take the chair. 


The ACTING CHAIRMAN (Senator Bouffard): We are ready now. 


. Senator Isnor: In view of the remarks of Senator Crerar, that he is a : 
director of the Eastern & Chartered Trust Company, I wish to say that I am 
in the same position, except that instead of leaving the committee I am going to 
premain. 

- The ACTING CHAIRMAN: I certainly have no objection to that at all. On this 
bill, Mr. Robinette represents the promoters of the bill. I think it would be in | 
order that he would make the first statement, so that the committee would oh 
know exactly what it means. a 


_ Mr. J. J. Robinette, Q.C.: Mr. Chairman and honourable senators, the com- 
mittee may like to meet some of the petitioners who are in the room. We have 
Mr. Thomas Albert Boyles, one of the petitioners, who is General Manager of 
the Bank of Nova Scotia. On my far right is Mr. Charles William Jameson, 
Executive Assistant to the President of the Bank of Nova Scotia. Then we have 
Mr. Edgar Stuart Miles of Messrs. Burns Brothers and Denton; and then Mr. 
John William Blain of McCarthy and McCarthy. 


_ There are also present, although they are not petitioners, they are 
interested in certain aspects of the financing: Mr. Wilder of Wood Gundy and 


Company; Mr. Harris of Harris and Partners; and Mr. McKinnon. 
Senator Bots: Are they all supporting it? 

Mr. RoBINETTE: They are all supporting it. The bill to incorporate this 
_ Mortgage company follows the model bill in the Loan Companies Act, aes 


7 


_ give to the public in one office not only the trust company services but at 


_ Chartered Trust Company an opportunity to participate in this. It is con- 


4, SOS sei el aaae HR Masa Oe eR Gee iba < : 


for Sections 7 and 8—and I will come to the explanation of those in a moment, 
of the need for those two sections. 
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A little background might be helpful to the committee. In the fall of 1963 
the Eastern Trust Company and the Chartered Trust Company were amalgam-_ 
ated and that created a very well balanced, well managed trust company with © eS 
offices all across Canada. 

It was contemplated at that time and has been contemplated since that it 
is desirable to incorporate a mortgage loan company and to offer the share- — 
holders of the amalgamated Eastern & Chartered Trust Company the oppor- 
tunity of exchanging their shares for shares of the proposed loan company. The — 
idea is that the loan company and the trust company will be operated in close 
liaison one with the other and together they will offer to the Canadian public 
a wide range of services. . 

On the basis of the proposed capitalization we are confident that the loan — 
company will be able to raise from the Canadian public up to $350 million © 
and we hope and anticipate that that sum of $350 million will be channeled © 
into the mortgage financing requirements for housing and commercial purposes. — 
That is a large sum but we are confident that that can be done and that it will © 
create in the Canadian mortgage market a soundly based new competitor which ~ 
will be beneficial with respect to interest rates and service to the Canadian ~ 
public. ; 

I wish to deal very briefly with what we see as certain advantages of the © 
proposed new company. It will be Canadian owned and operated, despite its — 
name The World Mortgage Corporation. I will come to that name possibly ~ 
later. It is a Canadian company, the purpose is to raise money in Canada and — 
to lend money in Canada, and all the people here who are interested in it are 
Canadians. 

We submit it create a large additional source of mortgage money. The © 
present sources of mortgage money for construction of new homes and purchase © 
of old ones is quite limited. We think that the new company will be soundly 
based with experienced personnel and stable and reliable interest will be — 
behind it. . 

An important consideration is that the loan company will be able to raise — 
money from the public by the issue of debentures. Under the Trust Company 
Act, Section 70 a trust company is not permitted to raise money by way of 
bonds or debentures. Our financial advisors told us, and it makes sense to 
me, that a company which can issue debentures, that debentures are a more 
flexible form of raising money than the methods open to a trust company. — 

We submit that the company will bring into the mortgage area additional © 
helpful competition. 

As you know—I am speaking of Ontario particularly—recently probleqa 
of high interest rates and other abuses in connection with mortgage financing 
have been apparent. It is hopeful that a large corporation like this, introducing © 
a large amount of mortgage money into the markets will tend at all events — 
to stabilize the situation and cure that point. 

We hope also that we will be able to give better facilities to the public 
when the mortgage company will be operated in close liaison with the Eastern © 
and Chartered Trust Company. 

As I say, the chartered company now has offices all across Canada. If we 
operate the loan company in those offices, we have a built in available personnel | 
for the administration of the loan company. Running the two companies to-_ 
gether, I suggest it would also mean economies in operations for both. It will — 


services of a loan company. 
The intention is to give to the present shareholders of the Eastern & 


templated that the mortgage company will use the services of the trust company, | 


for Pa trust. company. Those, as we see it, are the advantages of 
rporation. 
want to explain, just for a moment, the proposed capitalization of the 
ay nortgage company. It is proposed that 10,000 shares will be subscribed 
paid for in cash at $275 per share, which will raise in cash $2,750,000. 
hat sum it is proposed that 10 per cent will be subscribed by the Bank 
fova Scotia. The remaining 90 per cent will be subscribed for by the 
lowing investment houses—but no one of the following four will have a 
‘olling interest: Wood Gundy and Company; Burns Brothers and Denton; 
-and Partners Limited; Greenshields Incorporated. Then we propose— 


Senator McCuTcHEON: May I interrupt for a moment, Mr. Chairman, to ask 
he amount which will be subscribed for by these four investment companies 
ae for investment purposes or distribution? 


- Mr. RosrnetTe: Some will be for investment purposes, and some for dis- 
tribution. I cannot say what one particular house may or may not do. They 
wil be free to distribute them and put them in investment accounts, but they 
| also be free to distribute them if they wish. 


i Raia: Isnor: In other words, 10 per cent will be subscribed by the Bank 
2” ova Scotia, and 90 per cent by the four companies? 


_ Mr. RosrineTTE: The Bank of Nova Scotia limit is 10 per cent; the remain- 
ing 90 per cent will be apportioned among the four companies, senator. Then the 
n company, the new mortgage company, will offer one share of its stock to 
shareholders of the Eastern & Chartered for one share of their stock—one 


for one exchange. 


KUL . 


_ Senator HaypENn: After a subdivision? 

Mr. RosBINETTE: Yes, after a subdivision of the shares; but basically at one 
r one 

Fi: "Senator McCutTcHEON: How many shares will that represent? 

Mr. ROBINETTE: I am just coming to that. Let me tell you, first of all, that 


e intend to take the shares into the loan company at $55 per share, which has 
m about the prevailing market price for the shares of the Eastern & 
a Booed Trust Company. A couple of months ago they stood at $55, around 


it. I noticed this morning they are at $52. We think $55 is the proper value. 
j These are issued shares of the trust company as follows. I was going to 
ye approximate figures, but since I notice that notes are being made, I will 
the precise figures. Issued shares of the trust company, 534,481; but there 
ubject to stock representations in favour of senior personnel, a small block 
635. So all those subscribed for the outstanding stock would be about 
8,000 shares. 

Senator IsNor: That is issued stock? 
‘Mr. ROBINETTE: Yes, sir. 
a enator Isnor: Then there is a considerable quantity of unissued? 
Mr. ROBINETTE: Yes. All we propose to do is to pick up the issued shares. 
Senator THORVALDSON: Those are fully-paid shares? 
Mr. ROBINETTE: Those are fully-paid shares. As you can see, at $55 per 
share—and I am speaking in very round figures—that would come to approxi- 
aly $30 million. That would represent an investment by the mortgage com- 
of an asset of $30 million. In other words, the mortgage company on 
isition of those shares at $55 a share would have an asset of about $30 
on. 
ne must assume, however, that probably we won’t get 100 per cent, but 


quite confident that we would get at least 90 per cent of the outstanding 
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shares of the Eastern & Chartered Trust Company. So that if you took the 
figure of $27 million you would have on the assets side an asset worth $27 mil. ~ 
lion. You would also have cash subscribed of $2,750,000 which in round figures 
brings you to a capitalization of about $30 million. a 
Senator McCutTcHEON: Someone said something about a subdivision of 
shares. E 

Mr. RoBINETTE: Well, I said that we were going to sell shares to the public, 
to the brokers, at $275. Now, they will be subdivided to make it jibe with the 
$55 a share. 4 

Senator THORVALDSON: Is that subdivision required to be stated under 
this act? P 

Mr. RosInEeTTE: No, it does not require to be done under the act. a 

Now the reason for the inclusion in the present bill of section 7. I am 
looking at section 7, which provides: 


Notwithstanding anything contained in the Loan Companies. Act, the 
Company may, subject to section 8 hereof, purchase or otherwise 
acquire, and may exchange shares of the Company for, all or any 
portion of the outstanding shares of Eastern & Chartered Trust Com- 
pany, a company resulting from an amalgamation of The Eastern Trust ; 
Company and the Chartered Trust Company, approved by Order in 
Council P.C. 1963-1729, 26th November, 1963, and may purchase or 
otherwise acquire, and may exchange shares of the Company for, all or 
any additional shares of Eastern & Chartered Trust Company which may 
from time to time be issued, or all or any of the shares of a company 
formed by the amalgamation of Eastern & Chartered Trust Company 
with one or more other trust companies and the reserve of the Com- 
pany as that term is used in section 80 of the Loan Companies Act mi 
be so invested. 


We required that section because the Loan Companies Act in section 60 
says that a loan company cannot acquire more than 30 per cent of the shares 
of a company, such as the Chartered Trust Company, and not more than 20 
per cent of the whole of the security shares or bonds of that company. 

So our scheme necessarily involves the acquisition of a higher percentage 
of shares in the amalgamated company than is permitted by the terms of 
section 60 of the Loan Companies Act. But section 61 does create an exception 
to that, of the Loan Companies Act, because it provides: 


Notwithstanding anything contained in section 60, a loan company 
that prior to the 28th day of June, 1922, held shares of a trust company 
to the extent of at least fifty per cent of the total number of shares of 
such trust company outstanding at the said date, may continue to hold 
such shares and may purchase or otherwise acquire any additional 
shares of such trust company or any or all of the shares of a company 
formed by the amalgamation of such trust company with one or more 
other trust companies. 


So that is open today to certain companies; and I understand and am 
advised that section 61, for example, applies to the Canada Permanent Mort- 
gage Corporation in its relationship with the Canada Permanent Trust Com- 
pany; and it also applies to the Huron and Erie Mortgage Corporation in its 
relation with the Canada Trust Company. Our position is that we are going 
to have to be competing with those companies. We think it was perfectly 
proper in the case of the Canada Permanent Mortgage Corporation, when the 
act was amended in 1961, that they were permitted to acquire more than the 
amount of percentage of shares; and the Huron and Erie is in the same 
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‘posi tion. In ities words, there are historical reasons for that, and all we are 


_ opportunity as those companies have. 
Senator WALKER: So there are two precedents for what you are asking? 


Mr. RoBINETTE: I have not gone through the history of the legislation, 
senator, but section 60 was amended and broadened in 1961 to take care of 
the Canadian Permanent Mortgage situation, and it was a sensible, business- 
1 like and proper amendment. We say that with the backing this company is 
_ obviously going to have it is in the public interest. 


i Senator Isnor: And there was a bill to that effect in the last two years, 
a the amalgamation? 

| Mr. ROBINETTE: Yes, there was a bill, there was a statute amalgamating 
_ the Toronto General Trust and the Canadian Permanent Trust Company. 

As During the discussion of this bill with Mr. MacGregor, as I understand it, 
ie he raised some questions. He said, “If you leave section 7 as it is you could go 
- out and borrow money and acquire the shares.’’ We never had any intention 
_ of borrowing money to acquire the shares. So to cover that we inserted section 8 
_ which is a limitation on the operation of section 7. It provides that: 


No investment, other than an investment made by way of exchange 
of shares of the Company, shall be made by the Company under the 
authority of section 7 hereof if, after the making of such investment, the 
aggregate cost to the Company of investments so made and then held 
by the Company would exceed the aggregate of the Company’s then 
unimpaired paid-up capital and reserve, as that term is used in section 
81 of the Loan Companies Act. 


The purpose of that is to prevent us going out and borrowing money to 
acquire the shares. That was never our intention. Our intention is to acquire 
the shares of the Eastern & Chartered Trust Company by an offer of exchange. 
- That is the purpose of the company, and we think it is going to be to the advan- 
tage of Canada. We think there is a precedent for departing in the case of a 
soundly based institution from section 60. 

“4 I mentioned the name earlier, and I saw some smiles and nods of interest 
regarding the name World Mortgage Corporation. I assure you, as I assured 
you before, we are only going to deal in Canada, but it is exceedingly difficult 
to get a good name because all the good names for mortgage companies have 
been taken up. Frankly, we suggest it be left at World Mortgage Corporation 
- for the moment. We could have gone a little further and made it “Outer Space 
Mortgage Company.” 

Senator WALKER: Or “Heaven.” 


A Mr. RoBINETTE: Yes, or ‘“Heaven.’’ But our real purpose is to carry on this 
- mortgage corporation in close co-operation with the trust company. It may be 
_ we will change the name to a name that accurately reflects the association with 
the Eastern & Chartered Trust Company. 

4 Senator McLEAN: How about “Free World’? 

Mr. ROBINETTE: That would be a good name. 

os Senator LEONARD: Mr. Robinette, in connection with the new shares that 
. are to be offered at $55 per share, I take it these are to be shares of a $10 par 
~ value of which $10 will go into the capital side of the lability account and 
- $45 into reserve? 

Mr. ROBINETTE: Twenty dollars. 


ae ee is that we think we are entitled in that competitive market to the same > 


Senator LEONARD: Twenty dollars into the capital side and $35 into the 
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Mr. ROBINETTE: Yes. , a gh 

| Senator THORVALDSON: With regard to the name, I heard it suggested, 1 
think in the Senate the other day, there was a mortgage corporation iy the ty 
United States by the name of World Mortgage Corporation. a 

Mr. ROBINETTE: I have heard that suggestion. In fact, I asked they same i 
question, but I could not find it. a 


Senator LEONARD: There was an article in the Financial Post of maybe — 
two months ago referring to it. | : 

Mr. RoBINETTE: A search was made in our own Secretary of State ie fag 
ment. We would prefer to have something like “Canadian Mortgage Corpora- © 
tion,” but Senator Leonard might object to that. . 

Senator THORVALDSON: If you are too modest for this name, you might e 
change it to, “World Mortgage Corporation of Canada.” 4 


Mr. ROBINETTE: Yes. 
Senator McLEAN: That is contradictory. 


Mr. ROBINETTE: I rather think it would be advantageous to both the trusem 
company and the mortgage company to try at least to select a name that will — 
indicate the co-operation with the trust company. ¥ 
Senator WALKER: Will you be dealing in conventional and N.H.A. mort- 
gages? i: 

Mr. ROBINETTE: Yes, and some of the financing will be primary, and it © 
could well be there will be some secondary, in the sense that if there is a sale — 
of good mortgages by anybody we will be in the market for them. | 


Senator WALKER: As a former minister responsible for national housing, ~ 
we have been trying to get such organizations as yours formed without very bs 
much success. 


Mr. ROBINETTE: I think that is the reason for the existence of this. If it © 
can relieve the pressure on the Government of raising money, then it is in the © 
public interest. 4 

I am not saying about the Bank of Nova Scotia, but I think the fact banks © 
got into the consumer credit field did tend to stabilize the situation there and — 
remove some abuses. I think this type of company would tend to do the same © 
thing in the mortgage field, and this is what our expectation would be. 3 


Senator WALKER: I think the C.M.H.C. itself would be very happy to see q 
this corporation functioning because it would relieve pressure on the Govern- — 
ment to provide the money. 


Senator BurcHILL: The Eastern & Chartered Trust Company have a very , 
good reputation all over Canada. Is there any merit at all in tieing it in with © 
these two old trust companies and calling it the Eastern & Chartered Loan ~ 
Company? a 

Mr. ROBINETTE: A great deal of merit, but we cannot do that at the present | 
time because we would have to get the consent of the Eastern & Chartered — 
Trust Company, and the new company has not yet the shares of the Eastern & © 
Chartered Trust, but I think your suggestion is a very sensible one and this © 
is what I meant when I said we will consider getting a name that will tie them ~ 
together. 


The AcTING CHAIRMAN: You have to have a name, and that can be changed > 
later on. 


Mr. ROBINETTE: Yes, we have to have a name. 
Senator McCutTcHeon: I think it is a good one. 


a Senator Isnor: Perhaps it is a little premature, but I remember the care 
__ taken by both The Eastern Trust Company and the Chartered Trust Company — 


ii 


a paliable for the purposes of the loan company. 
Senator IsNor: Thank you. You mentioned the term, “one head office.” 


Mr. RoBINETTE: The head office of the trust company is located in Toronto, 
_and I should expect that would be so, although, as you know, there is a regional 
_ Office of the trust company in Halifax. 


Senator Iswor: That is a very good point. 


\e Mr. Rosinette: And the trust company directors I know, meet in sections, 
eastern and western. 
ps) 


_ The AcTING CHAIRMAN: Any other questions? 
Shall we hear Mr. MacGregor? 


Hon. Senators: Agreed. 
The AcTING CHAIRMAN: Mr. MacGregor, would you kindly come forward? 
a 


ae) E Senator McCuTcHEON: Could we shorten the proceedings by asking Mr. 
_ MacGregor if he has any objection to any part of the bill. 


i The ACTING CHAIRMAN: I understand if he has he is going to state them 
gteht away. 
| i Mr. K. R. MacGregor, Superintendent of Insurance: Mr. Chairman and 
honourable senators, Mr. Robinette has given a very complete description of 
“the purpose of this bill so I shall not weary the committee with repetition. 
m” I must say I have some concern about the bill and have had some concern 
about it ever since I heard of the possibility of this bill being brought forward 
Over a year ago. One can have no objection whatever to the purposes of the 
"company, and certainly as far as the department is concerned I have none. The 
_ first I heard of this proposed company was a little over a year ago when 
53 epresentatives of the Bank of Nova Scotia came to the department at a time 
when that bank held the controlling ‘interest in the Chartered Trust Company, 
and indicated a desire to amalgamate it with the Eastern Trust Company, and 
secondly to superimpose upon the amalgamated company a new loan com- 
pany which would be the parent of the proposed amalgamated trust company. 
on I could see no reason to object to the proposed amalgamation of the two 
_ trust companies. It was provided for under the Trust Companies Act, and 
action to that end was in fact later taken in the fall of 1963. The aspect of 
Bithe proposal that worried me was the proposal to incorporate a loan company 
which would own this subsidiary trust company, notwithstanding the pro- 
ae ibition in the Loan Companies Act against any loan company owning more 
Ns than 30 per cent of the shares of any other kind of company, whether it was 
) A. trust company or an industrial company. I felt that it is undesirable in a. 
private bill to set aside a principle, especially a relatively long-established 
' principle, in a general act. If the general act is not right it seems to me the 
ie % proper course is to amend it. The origin of that 30 per cent prohibition goes — 
__ back to the Royal Commission in 1906 on life insurance companies. At that 
_time the Royal Commission in its report expressed the view that life insurance 
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companies ought not to own trust companies or street railway companies and 


so on, and recommended a limitation on the shares of another company 
that a life company might hold as an investment. That prohibition has been in 
the Insurance Acts for a long time having been put there in 1910 following 
the Royal Commission report in 1907. 

The same prohibition was put in the Loan Companies Act and the Trust 
Companies Act in 1922. I think the main explanation for the delay is that the 
Department of Insurance had no responsibilities in relation to loan and trust 
companies until 1920. Prior to that, the Loan Companies Act was not ad- 
ministered by any particular department although loan companies operating 
under it were required to file statements with the Minister of Finance. So 
we have had for a great many years in the general acts administered by 
our department, namely the Insurance Act, the Loan Companies Act and the 
Trust Companies Act, really what amounts to a prohibition against sub- 
sidiaries. It is true, as Mr. Robinette explained, that there are now two ex- 
ceptions in the loan company field to that prohibition. There are, however, 
some aspects of those exceptions that perhaps I might elaborate on. more 
fully that did Mr. Robinette. 

The Loan Companies Act and the Trust Companies Act were not enacted 
until 1914. May I say first of all the Huron and Erie Mortgage Corporation and 
the Canada Permanent Mortgage Corporation were incorporated years before 
that, before the turn of the century in fact. Those companies had desired to 
acquire trust powers. For that purpose they sought and obtained incorporation 
at different times of two Dominion trust companies; the Huron and Erie sought 
and obtained incorporation of the Canada Trust Company and the Canada 
Permanent Mortgage Corporation sought and obtained incorporation of the 
Canada Permanent Trust Company. The latter was in 1913, the year before the 
Loan Companies Act was passed. 


Those two exceptions, referred to by Mr. Robinette, whereby two Dominion 
loan companies owned and controlled two subsidiary trust companies, arose 
before there was any prohibition against doing so. Consequently, as I view it, 
section 61 was enacted really to recognize an existing situation. It did not 
arise by way of making an exception to any prohibition in the act. 


I had hoped that if the promoters of this proposed loan company wished 
to pursue their very laudable objectives, they would have sought the incorpora- 
tion of a loan company without requesting anything in the nature of clause 7 
running counter to this prohibition in the general Loan Companies Act against 
having a subsidiary company. I held that hope because if this exception is 
made setting aside the general prohibition in the Loan Companies Act, then it 
creates a precedent whereby any Dominion loan company can come to Parlia- 
ment and seek in like manner to have the prohibition against a subsidiary 
company set aside, and any Dominion trust company can seek incorporation 
of a loan company to be superimposed on their own company as a parent. 


That kind of situation was not envisaged when the Loan Companies Act 
was passed, and that is clear from the prohibition in that act. I think if that 
were to develop as a practice certain amendments would have to be made to 
the Loan Companies Act to recognize this situation. I say this because in the 
absence of any amendments some of the provisions in the Loan Companies Act 
might be rather ineffective, particularly in reference to the relationship of 
borrowed money, money obtained from the public, compared with capital 
and reserve. 


My hope that the promoters of this bill would not seek any exception 


running against the general act was also furthered by the fact that we all 


knew the situation of the banks in particular, and, in fact, of practically all the 
major financial institutions in Canada was being considered by the Royal 
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Pipice 
hic that at a time last year when the commission had not reported, and 
en ‘now when it has reported, and at a time when no one knows what Parlia- 
-may do in respect of this question— 
Senator WALKER: What recommendation did it make? 

Mr. MacGRrecor: Broadly speaking it may be said that little or no encour- 
Eoment was given in the report to subsidiary companies. 
~ Senator WALKER: But did it mention them? 
Mr. MacGrecor: Yes, as regards banks and whether certain investments 
ald be made; as regards investments, this is a brief summary: 


1. Chartered banks be prohibited from owning shares in one another, 
directly or indirectly. 

_ 2. Savings banks and other banking institutions (other than chartered 
banks) be not permitted to invest directly or indirectly in stock of a licensed 
yanking institution or chartered or savings bank except with Treasury Board 
ie 

3. Chartered banks be not permitted to invest in shares of savings banks 
0 rr Rother licensed banking institutions, except with Treasury Board approval. 


4, All banks—and I think they meant all banking institutions—be pro- 
bited from acquiring more than ten per cent of the shares of any financial 
titution not subject to banking legislation except with Treasury Board 
approval. 

_ There are ten of these altogether... 

Senator WALKER: Give just the relevant ones. 

_ Mr. MacGrecor: 5. Banking institutions may incorporate or establish 
wholly-owned subsidiaries to carry on business within the institution’s own 
powers. 

Well, there is nothing new there. They have that now. 

Senator WALKER: No. 

Mr. MacGrecor: 6. Banking institutions be free to own subsidiaries in 
fore eign fields. 

_ That is really to carry out their banking activities in accordance with the 
la Ws of the foreign country. I will skip the next three which I do not think are 
a articularly pertinent. 


10. Prohibit a banking institution from owning more than ten per cent 
of the stock of any non-financial institution. 

As respects life insurance companies, the commission recommended that 
the present 30 per cent limitation be reduced to 10 per cent. 

So, really what has worried me particularly . 

Be enator LEONARD: Mr. Chairman, with bet Sac to the Porter Commis- 
n’s report in respect of an institution owning up to 100 per cent of another 
tution having the same powers as a banking institution, I would point out 


d have the powers of a mortgage corporation so far as lending of any 
d of mortgage is concerned. 

Mr. MacGrecor: I would agree, Senator, with one exception. If that 
recommendation of the Porter Commission is implemented whereby the banks 
uld be given mortgage lending powers, then it would seem reasonably con- 
nt that it might, through a mortgage company, do the same thing, but 
e would still remain the question of the power to issue debentures which a 
can not do directly but which it could do through its mortgage company. 


if the Porter Commission’s report were implemented a chartered bank 
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Senator LEONARD: Does the Porter Commission’s report indicate that th O 
might be able to issue debentures? . 
Mr. MacGrecor: It does not mention it at all. 


Senator HaypEN: The recommendation of the commission, Mr. MacGregor 
is ten per cent, and if you apply it to this case a bank holding more than ten 
per cent of ie shares of a loan company would have to get treasury approva a] 

Mr. MacGrecor: Yes, I believe so. So really, to make a long story short rt 
I have been most reluctant to see another precedent, apart from the precedent 
of the Canada Permanent and the Huron and Erie, which arose in different 
circumstances, set at this particular time when the new rules are uke. 

In fairness to the promoters, there is one aspect of the situation that I shoul 
nevertheless mention. It has been contended on their behalf that the Canad 
Permanent Mortgage Corporation did get some additional new powers in 1961 
at the time of the amalgamation of the Canada Permanent Trust Company ad 
the Toronto General Trusts Corporation. A special act was necessary for the 
latter amalgamation in 1961 because at that time there was no provision in the 
general Trust Companies Act for amalgamating any two trust companies—r 101 
even two dominion trust companies. 4 

In that particular case the proposed amalgamation was of a dominion 
company—the Canada Permanent Trust Company—and a provincial trus st 
company—the Toronto General. At that time, of course, the Canada Permanent 
Mortgage Corporation held all of the shares of the Canada Permanent Trus 
Company. It had done so for years—from the beginning, in fact. The Toro. tc 
General Trusts Corporation was a larger company than the Canada Permanent 
Trust Company, so that upon the passing of that special act in 1961 permitti ng 
the amalgamation of those two trust companies a clause was put in at 
the end in reference to the Canada Permanent Mortgage Corporation, giving 
it the power not only to take in exchange shares of the amalgamated compan} 
corresponding to the shares it already held in its own subsidiary, the Can 
Permanet Trust Company, but also giving it the power to invest in the sh re 
of this amalgamated company that would in the amalgamation go to the share 
holders of the Toronto General. In other words, it gave the Canada Permanent 
Mortgage Corporation the power not only to keep what it had in the amal 
gamation—the smaller of the two companies amalgamating—but get th e 
rest. 


The ACTING CHAIRMAN: To acquire a bigger one? 


Senator HAYDEN: In fact, it was to enable the Canada Permanent Mortga ig é 
Corporation to retain control of the amalgamated company. 


Mr. MacGrecor: That is correct, Senator. I admit that some additions 
powers were then given to the Canada Permanent Mortgage Corporation 
However, it was a practical situation that had to be dealt with. The alter 
native would have been to say, even though the Canada Permanent Mortgagt 
Corporation had created this subsidiary trust company away back in 1913 
when there was nothing against doing so, and had held all of the shares of i 
ever since, nevertheless, if that trust company should amalgamate, as proposed 
in 1961, with anoher trust company then the Canada Permanent Mortgage 
Corporation would simply have to divest itself of control of the amalgamated 
company and let it go. On the whole, that seemed unreasonable, and the 
Canada Permanent Mortgage Corporation was given the additional power to 
retain control of the amalgamated trust company. 

That is the first point that I must admit worries me—the setting of anothe 
precedent now that creates a situation where any loan or trust company nal 
come to Parliament and’ seek to have that general prohibition in the a 
Companies Act set aside. 


The second... 
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itor WALKER: Before you go on to your second point, Mr. MacGregor, 
g regard to the rapid economic growth of Canada, and the change in 
rate structures and practice, could it be that the Loan Companies Act of 
1 is a bit out of date? I appreciate that this would be making an exception 
the sections of the act, but, after all, might not it be for the benefit of the 
2 untry that we should break new ground here? Supposing it were done, what 
jection is there to it? 

_ Mr. MacGrecor: My answer to that, Senator, would be that there is 
thing to prevent the promoters accomplishing their object, by seeking in- 
sorporation of this loan company, but capitalizing it otherwise than in the 
parent-subsidiary way. They could have the two companies but independently 

med, and not one owning the other. 

Secondly, I think it creates a rather difficult situation at this particular 
juncture. It may be that these rules respecting subsidiaries are out of date, 


ind I believe they will be considered, and probably are being considered, by 
the Government now in reference to banks, life insurance companies, loan 
companies and trust companies. But, my hope was that rather than anticipate 
the action of the Government as respects these rules the promoters might go 
ahead and incorporate a new loan company without special powers and wait 
until the new rules are clear. 


4 - Senator WALKER: You know how hard it is to wait for the Government. 
It might take another decade. 


1 


_ Mr. MacGrecor: The Bank Act is coming up for revision this fall, and 
I would imagine the rules with respect to banks would be enacted at that time. 
The minister announced in his budget speech that the Canadian and British 
Insurance Companies Act would be amended at this session, so I expect that 
the hand of the Government would be indicated in that connection too. But, 
as respects the loan companies and trust companies acts, I do not know what 
mendments may be in view. Naturally, the amendment of one act almost 
ilways gives rise to amendment of others, but it depends on the nature of the 
mendment and how urgent it might be for the Government to amend the 
loz companies and trust companies acts. 


a The AcTING CHAIRMAN: Would it be an inducement for the Government 
to amend the Loan Companies Act—if there are so many exceptions . 


i Mr. MacGrecor: I know of no other exception. This is the first, to my 
knowledge. 


” 
¥ 


_ Senator Lronarp: May I ask a question? The two exceptions you men- 


Be Mr. MACGREGOR: Except in recent years. 


et Senator LEONARD: In recent years there have been a few, but they are 
comparatively small. 


_ Mr. MacGrecor: Kinross is not small, Senator. 


Senator LEONARD: No. The history has been that there is a considerable 
identity of interest between loan companies and trust companies, and virtually 
the two types of company work together. For the past 40 years the tendency 
been for loan companies to change into trust companies, acquiring trust 


mpanies’ powers. This has not been possible under dominion jurisdiction; 
not that right? 


aa 
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Mr. MacGrecor: I would have to admit, Senator Leonard, that I think 
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case for a parent-subsidiary relationship, looking at banks, life insurance - 
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is better in the case of a loan : 


companies, loan and trust companies, and so on, 
f any other combination I~ 


company and a trust company than in the case 0 
can think of. : 

Senator LEONARD: It is much better than 1922, where there were virtually — 
only the two large companies, both of whom had subsidiary companies at © 
that time. Perhaps then the time has arrived for further exception to be made, ~ 
having in mind that it is a strong hint towards a change in the general law. © 
You may not subscribe to that. ye 

Mr. MacGrecor: I cannot, as to the words “strong hint”. It is a complicated — 
situation, in my view. 

Senator LEONARD: That section again relating to the 30 per cent is a gen- 
eral investment section relating to all classes and types of investment by a © 
loan company, investment in industrial concerns. It is designed to prevent a © 
concentration of investment in some particular class of security and that reason- | 
ing or argument does not apply in the relationship between loan company ~ 
and trust company. 

Mr. MacGrecor: Not to the same extent, I agree. The case for this parent- — 
subsidiary relationship is stronger between a loan company and a trust com- © 
pany than between life insurance companies, banks and so on. 

The ACTING CHAIRMAN: Is there an amendment to be proposed in that — 
respect? 

Mr. MacGrecor: We have found in this kind of case that unless one keeps 5 
order in these things we are led into a maze. Precedents are most difficult to — 
deal with. I am simply hoping that no further precedents will be set until | 
the new rules are known. . 

Senator McCuTcHEON: That is fine. 

Mr. MacGrecor: The next aspect which gives me some concern is the form — 
of clause 7. Assuming that this company is incorporated and that an exception — 
is to be made, setting aside the prohibition just referred to, which is the effect | 
of clause 7, I think it again goes further than the powers specifically conferred | 
upon any other existing Dominion loan companies, including the two in an 
exceptional position, that is, the Canada Permanent Mortgage Corporation and ~ 
the Huron and Erie Mortgage Corporation. 

I say that more particularly in reference to the words running all through © 
clause 7, concerning the exchange of shares, that is, of the proposed loan — 
company, for the shares of the Eastern and Chartered Trust Company. q 

Senator HAYDEN: That does not apply to the first four or five lines of 
section 7 because it speaks of outstanding shares. . 4 

Mr. MacGrecor: No, it is the second and third parts that worry me at 
the moment, the first being the power to exchange shares already outstanding. 

The second relates to new issues of shares by the trust company; and@ 
the third to any shares that may be issued by some possible amalgamated com-— 
pany that may rise in the future. — 

Senator HAYDEN: If it was not the intention of the promoters to create 
a position where you might have an exchange of unissued shares of the loan 
company for unissued shares of the trust company, then I am sure it would | 
be very simple to add something to section 7 to say that. 

Mr. MacGrecor: I would hope that that at least might be done. I hadi 
hoped that the promoters of this bill might have thought it fit to delete any 
reference to the exchange of shares. q 


Mr. BLAtn: I am inclined to agree with that last point. 


Mr. MACGREGOR: Whatever justification there may be for having a parent 
subsidiary relationship, whatever the case for it, and I do not dispute the case 
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n1 Be nexchy the parent buy the shares of the subsidiary and the subsidiary 
vs the share of the parent. If that occurs, the question then arises as to who 
s whom, and who runs the show. It seems to me that the wording in 
use 7 as it stands would permit just that, more particularly under the 
cond and third kinds of situation referred to by Senator Hayden. 


te; The AcTING CHAIRMAN: The exchange of unissued shares and other un- 
- sued shares of the amalgamated company. 


_ Mr. MacGrecor: Looking at the clause, Clause 7 gives the proposed loan 
‘company the power, in line 9, to purchase or otherwise acquire, and then there 
ollow those words: “‘and may exchange shares of the company for’—that 
s, shares of the loan company—‘all or any additional shares of the Eastern 
nartered Trust Company” which may thereafter be issued. As I read that, 
. f the Eastern & Chartered needs more capital and issues more shares, the 
company can take them up and give the trust company its own shares in 
3 exchange. There will be no new money injected into either company and in the 
end result the trust company owns the shares of the loan company and the loan 
company owns the shares of the trust company. 

Senator HaypEn: I think an amendment is being proposed to that section. 


| 4 Mr. MAcGrecor: I think there is that possibility in both the second and 
third cases, because the same situation could arise in the case of any amal- 
gamated company in the future. 

_ May I say one word in addition, about these words “may exchange shares”. 
I realize that this is a different kind of situation from that obtaining in the 
ase of the other two exceptions, the Canada Permanent Mortgage Corporation 
wind the Huron and Erie Mortgage Corporation. In the latter two cases the 
ents was on the scene for years. It created a new small subsidiary. That is 
- opposite to the present case where what will be the subsidiary has been 
the scene now for many years, the Eastern & Chartered Company. The 
rent is being superimposed on it as the owner, as the parent. Naturally, the 
lation being inherently different in that way, one can readily see different 
problems arising. 

One of the problems is that in this case it is proposed, right at the outset, 
or the new loan company to issue shares to the existing shareholders of 
ern & Chartered by way of exchange. Neither in section 61 of the Loan 
panies Act now, nor in the special section at the end of the Private Act 
1961, was the Canada Permanent Mortgage Corporation given any specific 
wers in those words to exchange shares. The words used in section 61 and in 
on 7; being the final section of that 1961 private act, are “to purchase or 
otherwise acquire” or “to invest in.” 


‘ia should imagine that the words “or otherwise acquire” would probably 
permit an exchange of shares without any additional words. 


_ What worries me now is that, if those new words in reference to exchanges 
added to the more limited expressions that we already have in the general 
namely, “purchase or otherwise acquire,” one can only justify the addi- 
il words on one of two grounds. Either they give in this case something 
that no other company has now, or—and I think this is the more likely 
tion—they are there for clarification or intended clarification, that they 
y do not add anything. But they may raise a question in all other cases 
r the general act, where they have similar powers, because the wording 
just “purchase or otherwise acquire”. 


It is just that kind of thing which gives rise to questions later. Was a 
rence in powers intended, since the words are broader in one case than 
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The AcTING CHAIRMAN: The word “exchange” is in the me paragrap | Of 
the Canada Permanent Trust. ia 

Senator LEONARD: I have an amendment to suggest to meet Mr. MacGregor’s 
point in regard to unissued shares and his rather narrower point, otherwise 
clear, in the case of the Canada Permanent. It would add to Section 7, which 
is the section which Mr. MacGregor is drawing attention to. I will read it a id 
in due course it can be moved. It will show what is in our mind. It says: 


Provided that nothing in this act shall be deemed to permit the exchange 
of unissued shares of the company for any unissued shares of the Eastern 
& Chartered Trust Company or of any company formed by the amalga- 
mation of Eastern & Chartered Trust Company with one or more trust 
companies. q 


That confines the power of exchange to the presently issued shares, which a 
necessary of course in order to complete this transaction. 
Mr. MacGrecor: I would think that answers about 90 per cent of a ny 
criticism or comment that I might have expressed or implied. 
The only remaining part which it does not answer is the existence of these 
words in reference to exchanges, which do not appear in the general act 
or the private act of 1961 in the same context. zs 
Again, to be fair, I must say that when one looks at section 7 of the priv > 
act in 1961, the word “exchange” does appear there, but it appears not 
reference to exchanging shares of the parent mortgage company for share” 
of the amalgamated company. The wording there is that the Canada Permanent 
Mortgage Corporation may exchange shares of the “company” for shares 01 
the amalgamated company; but ‘‘company” there, by definition in the preamble 
means the subsidiary trust company. All that that clause did was to say hg 
the Canada Permanent Mortgage Corporation as parent, which then held a 
the shares of the Canada Permanent Trust Company, might exchange such 
shares for shares of the amalgamated company. Personally, I do not see that the t 
power was necessary. What else could it do? 
Senator LEONARD: If it will be appropriate, I shall be glad to move the 
amendment to section 7 of the bill, which I have just read. 
Senator THORVALDSON: Before that, since Mr. Robinette spoke about that, 
he may wish to have something to say. 
Mr. RoBINETTE: I quite agree. That was the intention, and aes improves 
the draftmanship. Mr. MacGregor’s point is well taken. “a 
Senator HAypEN: I think it should be pointed out that in section 7 of the 
bill, the words ‘‘section 80” should be ‘“‘section 81’. 
Mr. ROBINETTE: Yes, that should be section 81. It is a typographical erro: 
in the bill. 
Senator HAYDEN: There should be a motion to that effect. 
Senator LEONARD: I will move, then, that where the words “section 80 
appear on line 16 of section 7 of the bill, the words “‘section 81” be substituted 
therefor. . 


I further move that the following addition be made to section 7: 


provided that nothing in this act shall be deemed to permit the exchang 
of unissued shares of the company for any unissued shares of a 
Eastern & Chartered Trust Company or of any company formed by th 
amalgamation of Eastern & Chartered Trust Company with one or mor 
other trust companies. 


3 The AcTING CHAIRMAN: Does the amendment meet with the concurrene 
of the promoters of the company? Is there a seconder to the motion? 
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The Acrinc CHAIRMAN: I believe Mr. MacGregor has something to say 
on se ction 8. . 

at M r. MAcGREGOR: Clause 8, in lines 18 and 19, on page 2 of the bill, also 
nas a a reference to exchange of shares of the company. I must say again that 
was my hope that all these references would have been deleted; but it does 
m to be necessary to give some further thought to clause 8, if the clause 
to carry out its apparent intention. I may be off base on this one, for I must 
mit I have not had time to spend on this bill, and it was only last night that 
Ig ave any thought to it. Consequently, I can only trust to what thought I 
n ave been able to give to it. 

The origin of clause 8, I think it is fair to say, and Senator Hayden will 
cor ‘ect me if I am wrong, arose out of one of several comments that I made 
r discussions that we had about this whole proposal. I had been particularly 
earful that the new loan company if put in the position to own the Eastern & 
shartered, would be in a position where the two companies could go on expand- 
ng their business without injecting new capital, and that could have happened 
a er section 7. 

ae pointed out in one of our discussions that it did not seem right to me 
hat if this company is to get started mainly through an exchange of shares 
vith the shareholders of the Eastern & Chartered, that it should then be in a 
DOSition where it could go on increasing its capital by issuing debentures to 
he public, getting its money that way, and buying with the proceeds shares of 
he Eastern & Chartered; in other words, using borrowed money to increase 
the capital of its subsidiary, Eastern & Chartered. 

So to meet that point, clause 8 has been suggested, but I am not sure in 
is present form, because of those words in lines 18 and 19, that it accomplishes 
is purpose. If the words “other than an investment made by way of an exchange 
f shares of the company,” were deleted, I think it would accomplish its pur- 
ose. However, as it stands, and as I read it, it says this: “No investment other 
an an investment arising by way of an exchange of shares of the company”’. 
SC > it sets aside shares arising by way of an exchange and the subject matter 
ze in cash, as I see it, in the shares of the subsidiary trust com- 
. The words “No investment other than’’ would exclude any exchange 
ares. One is talking in clause 8 of investment in Eastern & Chartered shares 
e by way of cash purchase. So no investment of that kind “shall be made 
yt 1e company under the authority of section 7 hereof, if, after the making 
h investment,’—well, such investment, as I read it, means a cash invest- 
lent—“the aggregate cost to the company of investments so made and then 
ald by the company would exceed the aggregate of the company’s then unim- 
aired paid up capital and reserve, f 

1 must say I was unaware of the proposed capitalization until Mr. Robi- 
e outlined it a few minutes ago; but under the proposed capitalization 
e will be about $2, 750,000 put into the company by the subscribers. The 


“amount of the capital in all, amounting to about $30 million, will arise through © 


1 ex change of shares of the loan company with the Eastern & Chartered 
eholders. I think the $30 million, Mr. Robinette, you referred to as capital, 
4 meant as capital and reserve? 

Mr. ROBINETTE: Oh, yes. 

. MacGrecor: The two together. So assuming that course is followed, 
and reserve will be about $30 million. How much of it arose by way 
sh? Just $2,750,000. So as I read clause 8 as it stands, no cash investment 


nay b © made if after the making of such investment the aggregate cost to the 
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company of cash investments so made and then held by the company wou Id 
exceed the aggregate of the company’s then unimpaired paid up capital and 
reserve. So as I see it, $30 million may be taken up out of borrowed money, 
which I understood clause 8 was to prevent. % 

Senator HaypEN: As I read the act, clause 8 does refer to borrowed 
money. ioe 

Mr. MacGrecor: As I read clause 8, it is investments made in Easter 
Chartered by way of a cash purchase. If that is the subject of clause 8, . 
is just talking about cash purchases, either proposed or having been made 
in that way. All that clause 8 says by way of limitation is that the aggrege te 
cost of all cash purchases and then held shall not exceed—not the aggreg te 
of the cash purchases, but the aggregate of the whole unimpaired paid 
capital and reserve, most of which arose through an exchange of shares. | 

Senator HAYDEN: Yes; but after all, the shares of the trust company havi e 
a market value in the market place. It is the equivalent of cash, surely? 

Mr. MacGrecor: Then the situation is that the company, being capitalized 
in this way, may have used borrowed money to the extent of $30 million. 

Senator HaypEN: If I issue shares in exchange for shares having a masie at 
value of $55, where is the suggestion I am borrowing money to do that? ~" 


Senator BEAUBIEN (Bedford) If the shares are $55 and you issue one 
million new shares, the new shares would not be worth $55. 


Senator HaypEeNn: If you issue new shares and get something worth $55 
a share for it, surely you stand behind the shares you issue? 

Mr. MacGrecor: That is not the point I have in mind, with all respect, 
senator. My point is, where will the proposed loan company get the money 
to make this cash purchase in the shares of Eastern & Chartered? 

Senator HaypEN: It will have to raise more money by subscribed 
capital. 

Mr. MacGrecor: But that may not be the position. Take the actual positioll 
Mr. Robinette outlined. The first step will be cash sales of shares of the 
proposed loan company to the extent of $2,750,000. The next step will be an 
exchange of shares of the loan company for shares of Eastern & Chartered, 
and that will amount to about $30 million, but practically all of it arose throug h 
the exchange of shares. What is to prevent the loan company at that point frol 4) 
issuing debentures to the public and with the proceeds buying another $30 
million worth of Eastern & Chartered stock? If they do that the money they 
are using comes from the public through debentures, and that, as I understand 
it, was the very thing section 8 was supposed to stop. 


Senator HAYDEN: I think you are mixing two things. We have argued this 
a number of times. I suppose we have not got any further than the presen it 
discussion indicates, because if you are going to borrow money on debentures 
then the shares of the trust company that are already in the portfolio provide 
an excellent leverage in making the debentures very attractive on a sale to 
the public. But the idea we thought you had in mind was that you might use 
some of that borrowed money to purchase additional shares of the trust com- 
pany. : 

Mr. MacGrecor: That is exactly what can be done under clause 8. 

Senator HAYDEN: We put clause 8 in so the company could not borrow 
money and use that money for that purpose. 


Mr. MacGrecor: That is my very point. 


Senator LEONARD: I think it is a question of whether we really have del ne 
what it was apparently intended to do. My suggestion would be that counse el 
for the applicant might very well consider whether those words ‘other 
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than an investment made by way of exchange of shares” are the way of 
- expressing what apparently is intended by this section, namely, that the World 
_ Mortgage Corporation was not acquiring the shares of the Eastern & Chartered 
_ with borrowed money, but was using its own issued capital for that purpose. I 
- think that is the intention of section 8, but the phraseology, using those words, 
4 “other than investment made by way of exchange’? may throw some question 
4 mark on it. 
YP Mr. MacGrecor: I respectfully suggest the remedy is to delete these 
‘ words, “other than an investment made by way of an exchange of shares of 
c the “company,’’. 

“a Senator LEONARD: Or put the words “including an investment” in. 

i, Mr. MacGrecor: If you exchange shares, the paid capital of the loan com- 
Pe pany automatically goes up. 

x Senator HAYDEN: Are you suggesting if the company issues shares on an 
exchange for outstanding shares of the trust company, that that is not a 
te consideration the equivalent of cash which the company has received for those 
_ shares? 

Mr. MacGrecor: No, I am not saying that. 
* Senator HaypEN: Having accomplished that, where are they borrowing 
money to acquire shares? 
Mr. MacGrecor: I just say they can. 
Senator McCuTcHEON: But they cannot acquire more shares than their 


_ they have unimpaired paid-up capital and reserve, to start with, of some 
~ $30 million, of which $23 million is cash and the balance is represented by 


may be able to go out and borrow a great deal of money on debentures, but, 
surely, under section 8 they can only buy a couple of million dollar more 
% shares because then their total investment in such shares will come up to the 


ps Mr. MacGrecor: That is not the way I see it, senator. I thought the in- 
tention of clause 8 was to ensure that the investment of this loan company in 
_ the shares of the Eastern & Chartered would not, in the aggregate, exceed its 
_ own paid-up capital and reserve. Under the proposed method of organization, 
_ stopping at the last step described by Mr. Robinette,—namely, where there 
is a paid-up capital and reserve in the loan company of about $30 million— 
it would have shares of the trust company in the same amount on the asset 
side. So far, so good. But at that point I do not see anything to prevent the 


using the proceeds to the extent of $30 million, and taking up another $30 
million of shares by way of a cash purchase of Eastern & Chartered, in which 
: case the result then is that the loan company shows in its balance sheet 
_ capital and reserves still at $30 million, but on the asset side, not an investment 
ae of $30 million, but $60 million in shares of Eastern & Chartered,'which is the 
very thing I say I thought clause 8 was supposed to prevent. 

Mi Senator HAYDEN: That is where you lost me some months ago, and I am 
ie still lost. 

rte Mr. MacGrecor: That was a different point, senator. That was the “double 
duty” aspect of capital in the parent subsidiary set-up. 

ts Senator HayprENn: If, for instance, you said in clause 8, “No cash invest- 
ment,” and then the words, “other than an investment made by way of an 
exchange of shares...’’ came out and you simply said, “No cash investment 
_ shall be made by the Company under the authority of section 7...”’—which 
would lead to the impairment of the capital— 


a 
a 
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of the borrowing limit rule. I think if this kind of relationship is to: exist 
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Senator LEONARD: I think there is no difference between whan is intendea 
and what Mr. MacGregor is saying. It is just a question of whether the result 
has been accomplished or whether there is still the opportunity for the 
loophole Mr. MacGregor has pointed out. I think Mr. Robinette made it quite 
clear it was intended to acquire shares of Eastern & Chartered Trust Company — 
only through the issue of shares of World Mortgage Corporation, not throug " 
the use of borrowed money. ‘ 

Mr. RoBINETTE: That is quite right, senator. This clause 8 was put in ase 
a result of some suggestions made by Mr. MacGregor. The drafting of it in a a 
present form may be open to the objection Mr. MacGregor presently states. 
What we intended was that no cash investment shall be made by thee 
company. 4 

Senator LEONARD: And you are really qualifying the word “investment” — 
in order to confine it to cash, and you are putting in those words, “other than 
an investment made by way of an exchange’? by 

Mr. ROBINETTE: Yes. a 

Senator LEONARD: So it is purely a question of draftsmanship. The drafts- — 
manship has not apparently met Mr. MacGregor’s point of view, but I think’ 
that that can be made clear. I think those words can be struck out. ‘a 

Mr. MacGrecor: I think if they were it would accomplish the object. | : 

Mr. RoBINETTE: They can be stricken out as long as they are not inter-_ 
preted as derogating from the clear power in section 7. : 


Senator LEONARD: To make an exchange. i 
Senator McCuTcHEON: Or, “including an investment” would take care 
of it. ag 
Senator LEONARD: Yes, I think that would take care of it. 


Senator HAYDEN: I think if you said, “Subject to section 7, no invest- 
ment...” that would take care of it. a 


Mr. ROBINETTE: ‘‘No investment, including an investment made by way of | 
an exchange’’—that would be satisfactory, senator. 


Senator HAYDEN: Which one? a 
Mr. RoBINETTE: ‘“‘No investment including an investment made by way 
of an exchange.” : 
The AcTING CHAIRMAN: You would replace ‘“‘other than” by “including”. 
Senator THORVALDSON: Striking out “other than’. ; q 


Mr. MacGrecor: I think if these words were deleted it would still bed 
even better. 


Mr. ROBINETTE: We are changing “other than” to anole 
The ACTING CHAIRMAN: Shall this amendment carry? 

Hon. SENATORS: Carried. 

The ACTING CHAIRMAN: Shall I put the question? 


Mr. MacGrecor: May I say one other thing? I can only add one additional - 
point. If this precedent is to be set, I would hope it will be delayed until the 
new rules are made available. If it is passed I think it will necessitate recon-— 
sideration of certain provisions in the Loan Companies Act because the act — 
as it now stands just does not contemplate parent-subsidiaries of this kind 
generally. I think one thing that should be considered would be the extending 


generally then the borrowing limit, and by that I mean the extent to which the 
company may get funds from the public whether by deposits or through | 
debentures, in relation to its paid capital and reserve, should be limited not | 


Bye ‘op iyi xt ibe ay . « tr | 
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‘i Mr. ROBINETTE: No, it would be capital and reserve. 
_ The AcTING CHAIRMAN: Are you ready for the question? 

_ Senator BurcwiLu: I think Mr. MacGregor made a very capable presenta- 
on here this morning, and he has put before us a question as to whether we 
e going to create a precedent. I think we should decide that. I have every 
faith in this proposition, but this group this morning is pretty well represent- 
ative of high finance. 

_ Senator McCurcHEon: I am retired, senator. 


Senator BurcHiLt: Mr. MacGregor has certain laws and rules to admin- 
r. This morning we are going to take it out of his hands and lay down a 
precedent. Justification has been shown for what has been done in the past, 
but I want the committee to realize what we are doing now. It is a big 
question. If we do this, there is nothing to prevent anybody else coming in here 
and asking for the same thing as these gentlemen are asking for this morning. 


_ The ActTiING CHarIRMAN: The result would be that the bill would be post- 
oned indefinitely. It might be delayed for years. If the committee is not satis- 
ied the only thing it can do is vote against the bill. 

Senator McCuTcHEON: Put the question. 


_ The Actinc CHarRMaAN: Are you ready for the question? Will anybody 
ropose the bill as amended? 

_ Senator McCurTcHeEon: I so move. 

< The ACTING CHAIRMAN: Shall the bill carry as amended? 

Senator BuRCHILL: On division. 


The ActTinc CHAIRMAN: Honourable senators, that concludes our con- 
ideration of this bill. 
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ORDER OF REFERENCE 


Extract from the Minutes of the Proceedings of the Senate, June 10th, 1964. 


“Pursuant to the Order of the Day, the Honourable Senator Isnor moved, 
seconded by the Honourable Senator Fergusson, that the Bill S-34, intituled: 
“An Act to incorporote Nova Scotia Savings and Loan Company’’, be read the 
second time. 


After debate, and— 

The question being put on the motion, it was— 
Resolved in the affirmative. 

The Bill was then read the second time. 


| The Honourable Senator Isnor moved, seconded by the Honourable Senator 
Fergusson, that the Bill be referred to the Standing Committee on Banking and 
Commerce. 


The question being put on the motion, it was— 


Resolved in the affirmative.” 
J. F. MacNEILL, 
Clerk of the Senate. 
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REPORT OF THE COMMITTEE 


WEDNESDAY, June 17, 1964. 


The Standing Committee on Banking and Commerce to whom was re er! 
the Bill S-34, intituled: “An Act to incorporate Nova Scotia Savings & Lo: 
Pe Company”, have in obedience to the order of reference of June 10th, 19 
examined the said Bill and now report the same without any amendment. — 


aa : 


All which is respectfully submitted. ag 


Paul H. Bouffard, — 
Acting Chairman. 


‘ 


MINUTES OF PROCEEDINGS 


WEDNESDAY, June 17th, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 9.30 a.m. 


E 


Present: The Honourable Senators: Aseltine, Baird, Blois, Bouffard, Brooks, 
Burchill, Cook, Connolly (Ottawa West), Croll, Fergusson, Flynn, Gershaw, 
Gouin, Hugessen, Irvine, Isnor, Lang, McLean, Molson, Pearson, Reid, Smith 
(Kamloops), Taylor (Norfolk), Thorvaldson, Vaillancourt and Walker. (26) 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


| In the absence of the Chairman and on Motion of the Honourable Senator 
Taylor (Norfolk) it was Resolved that the Honourable Senator Bouffard be 
elected Acting Chairman. 


On Motion of the Honourable Senator Walker it was Resolved to report 
recommending that authority be granted for the printing of 800 copies in 
English and 300 copies in French of the proceedings of the Committee on Bill 
$-34, 


Bill S-34, intituled: “An Act to incorporate Nova Scotia Savings & Loan 
Company”, was considered clause by clause. 
The following witnesses were heard: 
Mr. K. R. MacGregor, Superintendent of Insurance. 
Mr. Hector McInnes Q.C., Counsel for the petitioners. 


On Motion of the Honourable Senator Croll it was Resolved to report the 
Bill without amendment. 


' At 10.00 a.m. the Committee concluded its consideration of Bill S-34. 
Attest. 


F. A. Jackson, 
Clerk of the Committee. 


EVIDENCE 


OTTAWA, Wednesday, June 17, 1964. 


oo. he Standing Committee on Banking and Commerce, to which was re- 
9 a. Bill S-34, to incorporate Nova Scotia Savings & Loan Company, met 
ay at 9.30 a.m. 


a Pe ator Pau H. Bourrarp (Acting Chairman), in the Chair. 
Br) The committee agreed that a verbatim report be made of the com- 
vas mittee’s proceedings on the bill. 

Rs cs A The committee agreed to report recommending authority be granted 
Be tor the printing of 800 copies in English and 300 copies in French of the 

-committee’s proceedings on the bill. 


~The Acting CHAIRMAN: Honourable senators, we are ready to proceed. 
We have a quorum. Senator Isnor, is there anything you wish to add? 


Senator Isnor: No, Mr. Chairman, except that we have representatives 

fr om. . the company here in case you should require them to answer questions. 

ir. K. R. MacGregor is familiar with the background, the law clerk has 

ive 1 approval and the single section which requires approval of the Income 
fax Department has received that approval. 

If Mr. MacGregor gets through and there are questions, I am sure either 

“¢ een, the solicitor for the company, or Mr. Guy, the general manager 
‘the company, will be pleased to answer. 

The ACTING CHAIRMAN: Would you rather have Mr. McInnes testify first? 


Senator Isnor: No. Mr. MacGregor first. 


. . K. R. MacGregor, Superintendent of Insurance: Mr. Chairman and honour- 
able senators, although the circumstances of this case and the form of the © 
a ppear to be rather unusual, the fact is that the objectives sought to be 
ttained are quite simple. 
By pricty, this is a case of a very old provincial building society that wishes 
. transformed into a joint stock loan company of the usual kind; and, 
econdly, to be transformed from provincial status to federal or dominion 
* he existing provincial society goes away back to 1850. I shall not weary 
le committee with details about its history, because I noticed that Senator 
snor went into that very thoroughly upon second reading of the bill. ; 
evertheless, I think I should mention that this very old provincial | 
with head office in Halifax is almost unique in the country now. 
hough building societies were quite common in Great Britain, they have been » 
ely uncommon in Canada. The act under which this society was formed 
19 was entitled an Act Respecting the Regulation of Benefit Building 
ies, as I recall. It followed very closely the old English act of 1836, the | 
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issued, totalling $18,418,725. It had accepted deposits amounting to $3, 049,6 617. 
It had accrued tax liabilities of $125,276 and other miscellaneous liabilities | a 
$202,353. So that the total liabilities amounted to $21,795,971. 3 
In addition of course it had capital and reserves as a protective margin | 
for the debenture holders and depositors. It had special reserves of $383, 000, 
a general reserve of $1,200,000, capital amounting to $1,715,926 and surplus, ora 
balance in profit and loss account, of $116,634, making total capital and reserves 
of $3,415,560. So, in a word, it had capital and reserves of about $33 million 
against debentures and deposits and other liabilities of $21,800,000. 4 
Now, I am sure a question arises in the minds of members, why does 
this old society want to change from its existing building society status ta 
a joint stock loan company of the ordinary kind? I think the second objective 
needs no explanation, namely, to change from provincial to federal status. ; 
These old societies had a peculiar type of capital. It is not permanel 1 
capital, but temporary capital. When a person buys a share in this kind of | 
society he has two alternatives. He may take a fully-paid share, or he may 
purchase a share on the instalment plan; but in both cases the shares mature | 
at the end of a specific term—in their case, usually fourteen years. So in the), 
first alternative, namely, where a person takes a paid-up share or fully-paid | 
share, the purchaser pays $240, and he is entitled to an increment on that 
$240 of five per cent per annum, which is not paid to him in cash, but 
accumulates to his credit; so that at the end of 14 years his original investment | 
of $240 has doubled, and the share matures for $480. 
In addition, in this society, they pay bonus interest at two or three pens 
cent, which is paid to the holder in cash. That deals with fully-paid shares. 
I might say that most shares in this society are of the fully-paid type. 


Perhaps to continue: When the share matures for $480 at the end of 
14 years, it is up to the society whether they pay it out in cash to him or pay 
it out partly in cash and permit him to retain or leave say half, that is $240, 
in the society, and do this all over again. . 


The shareholder has no inherent rights at the end of that term to dema ad | 
that his money be left in the society. 


The other type of share, the instalment share, is quite similar except that 
the purchaser undertakes to pay $2 a month for 101 months, and also is, 
guaranteed an increment of four per cent on his accumulated credit so that at 
the end of the term the share matures for $240. 

These shareholders, in practice, might upon maturity take their $240 and 
purchase a fully-paid share of the first type; but again such a shareholder las | 
no inherent rights to demand that his money be left in the society. Con- 
sequently, a capital structure of this kind is not of the permanent type that 
one sees in an ordinary joint stock company; and this type of capital could 
lead to quite unstable conditions, because it would be up to management how ) 
much capital they keep or repay at the end of the term. 


So, also, of course, there are disadvantages from the practical standpoint, | 
in that a share of this kind cannot be traded on an exchange. It is a privalg 
matter as between the shareholder and the society. 

Without going into details, and I do not think it is my place to do so, the 
tax status of a society of this kind has been quite a problem over the years. 
I am not sure of the earlier tax history, that is, the income tax history of th is 
society. I have not taken time recently to look it up. However, I do know t 
since at least 1938 it has been a question in the minds of the tax departmen 
whether these increments added to the accumulating credit of the shareholaa™ Ss 
are of the nature of a dividend to a shareholder or of the nature of interest 
on a bond or debenture. Apparently, many discussions were held with the tax 
authorities in older days; but beginning in 1938 an arrangement was made 
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with the tax department whereby 60 per cent of these accumulating increments 

ould be treated really as bond interest. However, in 1957 that arrangement 

was terminated by the income tax department, and since then all of these 
increments, as well as all cash bonuses, have been treated really as dividends 

_ to shareholders. So that the society for income tax purposes since 1957 has 
received no credit against its taxable income for these payments: out as an 
ordinary company would, say, on its bond indebtedness. 


Now, when I go back to my earlier mention of the objectives sought to be 
attained by this bill, namely, to transform the existing society into a joint stock 
loan company of the usual kind, the course that one would ordinarily think of 
would be that followed by provincial insurance companies that seek dominion 
status. The committee has been familiar with cases of that kind, not at every 
_ session, but quite frequently for a good many years, where a provincial 

_insurance company seeks to transfer to dominion status, and where the usual 
practice is to come to Parliament to obtain an act incorporating a new 
dominion insurance company with power in it to take over the assets and 
liabilities of the provincial company. That would be the straightforward course 
to follow. However, there are tax problems. In the case of provincial insurance 

— companies that practice was so common that a special provision was put in the 
Income Tax Act several years ago, namely, section 82, subsection (15) which 
ensures that in the transformation of a provincial insurance company to a 
federal insurance company, there being no distribution of funds or anything 
‘of that kind, the undistributed income of the provincial company is simply 
° ‘put in the hands of the dominion company. However, that subsection does not 
' apply to the transformation of a provincial loan or building society of this 
a kind to dominion status. Consequently, if this society had followed the usual 
& course of simply seeking incorporation of a new dominion loan company with 
| power to take over by agreement the assets and liabiliites of the provincial 
ee society, it would have been subjected to a very heavy tax on the undistributed 
income in the hands of the provincial society. 
a" Seemingly the only way in which this provincial society may be trans- 
_ formed to dominion status without a prohibitive tax burden is to do so by way 
_ of the amalgamation route under section 851 of the Income Tax Act, and 
i that is why this bill is in the form in which it now appears, and why it is 
( ‘substantially longer than one might normally expect. 


What is being done here, is first of all, to incorporate a new dominion loan 
~ company, and, secondly, to provide for the amalgamation of that new dominion 
— loan company with the existing provincial building society. Now, for that 
_ purpose it is not necessary that the new dominion loan company have a large 

f pital. The existing society is in a very sound condition. All it- wishes is to 
be transformed to dominion status and really to continue on substantially as 
‘it is. That is why the amount of capital stated in connection with the new 
‘dominion loan company is so small—namely, only $12,500 before the new 

dominion company may begin business. It is true that the authorized capital of 

» the new dominion company is set at $5 million in clause 3, which may be in- 

' creased to an even larger sum; but in clause 5 the amount of $12,500 is men- 

~ tioned as the amount that must be subscribed and paid before the company 

_ May commence business. However, at the top of page 2, in subclause (2) of 

clause 5, it is made clear that the new dominion company may not carry on any 

| business as a loan company by itself except such as is necessary to consummate 

_ this amalgamation. 

Members may ask how the amount of $12,500 was settled upon. The ex- 
planation is simply this; the Loan Companies Act requires that every loan 
company have at least ave directors and the minimum share qualification for 
a director of such a company is $2,500, so that this minimum amount of $12,500 
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cial: permits the new company to be organized in accordance with ines min 

mum requirements of the Loan Companies Act. a 
The new dominion company will not and may not carry on any busines Ss 

under this bill, if passed, except such business as may be necessary to con 1- 


Clauses 1 to 7 are really the clauses found in the model bill in the scheduled 
to the Loan Companies Act. Clauses 8 to 13, inclusive, are specifically designed. 
to accommodate the amalgamation of the new dominion company now being 
formed with the existing provincial society. 4 

Again, members may ask why is this necessary? Is there not machinersl 
in the Loan Companies Act covering amalgamations? There is a section 90A 
in the Loan Companies Act covering the amalgamation of two dominion loar 1 
companies; but there is no authority in the Loan Companies Act covering the 
amalgamation of a dominion loan company and a provincial loan company or 
society, as in this case. In fact, the situation is exactly the same in that respect a 
as obtained in 1961 when the Canada Permanent Trust Company, being a 
dominion trust company, sought to amalgamate with the Toronto General Trusts. 
Corporation, an Ontario provincial trust company, and a special act was neces= 
sary for that purpose. I may say that these clauses 8 to 13 follow almost 
verbatim the corresponding clauses in that special act in 1961 relating to the. 
two trust companies, being chapter 77 of the Statutes of 1961. ) 


The AcTING CHAIRMAN: Would it be necessary to have a provincial act aled 0 
to authorize a building society to amalgamate with a federal company? 


Mr. MacGrecor: Yes, Mr. Chairman. I was about to turn to that particula . 
point. The existing provincial society has no power under the Building Societies 
Act of Nova Scotia to amalgamate. Consequently, in preparation for this 
desired transformation the society sought and obtained at the last session of 
the Nova Scotia Legislature a special act specifically for this purpose, and that 
act was passed by the Nova Scotia Legislature. I am not sure of the chapter 
number, but it was introduced as Bill No. 70 in the Nova Scotia Legislature 
at the last session. 


Senator RE1p: Will the old company disappear? 

Mr. MacGrecor: Yes, the old company will disappear, as will any company 
in a merger or amalgamation of two companies. The two will marry or wed 
or merge so as to become one corporate entity, the two in this case being a 
provincial society and the new dominion loan company. q 
: on CROLL: I understand you are recommending this bill in its present 
orm? : 

Mr. MacGrecor: Yes, I see no reason to oppose it. It seems a pity ever yong 
has been put to so much trouble to attain this objective, simply because of tax 
difficulties, when in this case there is no thought or desire to distribute any 
moneys. All that is desired is to transform an existing provincial society “a 
a federal loan company of the usual kind and to continue on— 


Senator BURCHILL: And to continue on the same kind of operations as the 
former company did? 


Mr. MAcGrecor: Yes, obtaining money from the public in the form of 
debentures and deposits. ! 


senator CROLL: Mr. Chairman, I move the bill. 


Mr. MAcGrecor: Mr. Chairman, there is only one other point I would like 
to mention, and that is the last eauee of the bill, clause 14, which is essen Hea 
an income tax matter. , 

There have been so many doubts over the years about the status of thig 
society for income tax purposes that the officers of the company and its solicitors 
have over many years, and certainly recently, had very intensive discussions 
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‘department, and this psi 14 has heat inserted, I neenatid ee 
ification, to make sure that notwithstanding the peculiar status of this gaa 
the amalgamation is of a kind that may properly be dealt with under iz 
no 851 of the Income Tax Act. Just as an illustration of the doubt that may cae 
‘section 851 provides for the amalgamation of two corporations. ce 


“(1) In this section, an amalgamation of two or more corporations 
means a merger of such corporations .... .” 


Corporation” is defined to include an incorporated company. 


~ 


=e ere : = 
ee ee eo 


Pthesc building societies were not incorporated companies, but just as in 
tain so in Canada, authority was given by the provincial act, the Building 


‘ieties Act, to declare by an order in council that this kind of society shall i 

be a body corporate. It was not until 1948 that an order in council was passed “ 
wih Nova Scotia declaring this society to be a body corporate. But one may still _ 
the question: is it nevertheless an incorporated company within the mean- | ies) 

ing of section 851? Certainly, from the practical standpoint it is or ought to 1" 

e so treated for tax purposes; but there are these academic or technical points ay 
that may arise. 
The AcTING CHAIRMAN: It is due to the difficulty over income tax? 2 


Mr. MacGrecor: That is correct, Mr. Chairman, and that clause has been ‘ 
approved by the Income Tax Department. However, so far as the tax aspect 4 
of the bill is concerned, I leave it to the society and representatives of the Tax rely 
D aaa to speak for themselves on that. 


- Senator Rem: Is this the first time a bill of this nature has come before ee 


Mr. MACGREGOR: Yes, senator, in exactly this form. I think we have had 


other possible combinations: we have had the transformation of a pro- Rs 
incial insurance company to a federal insurance company; the amalgamation . 
2 dominion trust company and a provincial trust company—but this combines 


‘two, this is the merger of an old provincial building society and a new 
. deral loan company so as to form one continuing federal loan company. 


Senator REID: One of the senators said the bill should be passed wholesale, 
oe I want to hear the sections called. 


be The ACTING CHAIRMAN: Would the committee care to pass it section by tY 


ion? i 
i Hon. SENAtors: Agreed. By 
: . ‘The AcTINGc CHAIRMAN: Will section 1, being the incorporation, pass? ie 


_ Hon. Senators: Carried. aa 
| _ ‘The ACTING CHAIRMAN: Section 2, being the provisional directions? “a 
Hon. Senators: Carried. ty 


ied ~The ACTING CHAIRMAN: Section 3, capital stock? 
_ Hon. SENATORS: Carried. 


The ACTING CHAIRMAN: Section 4, amount to be subscribed before general © 
m meoting? 


_ Hon. Senators: Carried. 
iM & The ActTING CHAIRMAN: Section 5, commencement of business? 
} % Hon. Senators: Carried. 

The AcTInGc CHAIRMAN: Section 6, head office? 


he f ao ACTING Gein Secon 7, Loan Companies Act to apply? 
Hon. SENATORS: Carried. 
f The AcTING CHAIRMAN: Section 8, amalgamation? 
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‘with some business being done in New Brunswick, mainly in the south, in 
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Hon. SENATORS: Carried. 
The ACTING CHAIRMAN: Section 9, agreement for amalgamation? 
Hon. SENATORS: Carried. 


The AcTING CHAIRMAN: Section 10, submission of agreement to share- 
holders, and so forth? 


Hon. SENATORS: Carried. 
The ACTING CHAIRMAN: Section 11, approval of Governor in Council? 
Hon. SENATORS: Carried. 


The ACTING CHAIRMAN: Section 12, effect of agreement: approval of the 
agreement by the Governor in Council and the subsequent approval of it by 
the Lieutenant Governor in Council of the province of Nova Scotia? 


Hon. SENATORS: Carried. 

The AcTING CHAIRMAN: Section 13, evidence of approval? 
Hon. SENATORS: Carried. i 
The AcTING CHAIRMAN: Section 14, the application of the Income Tax Act? 
Hon. SENATORS: Carried. 


The AcTING CHAIRMAN: I don’t know whether you want it or not, but 
Mr. MacGregor points out there is no French name for this organization. I don’t 
know whether they want one or not. That is their own business. Senator Isnony 
is it correct that you don’t need a translation of the name? 

Senator IsNor: Perhaps Mr. McInnes could answer that. 


Mr. McInnes: It certainly could be done. The business of the society which 
has now been carried on for many years is mainly conducted in Nova Scotia 


the Saint John area. Heretofore it has not been thought necessary, and certainly 
in the early days it was not necessary, and I think up to the moment the di- 
rectors of the society have not considered it will be necessary, although it may 
be that at some future time— 

The AcTING CHAIRMAN: You can always come back then. 

Shall I report the bill without amendment? 

Hon. SENAToRS: Agreed. 


The committee thereupon concluded its consideration of the bill. 
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REPORT OF THE COMMITTEE — 


WEDNESDAY, June 11th, 196: y) 


Whe Standing Committee on Banking and Commerce to whom was ref 
the Bill S-35, intituled: “An Act to amend the Corporations and Labour U: 
Returns Act”, have in obedience to the order of reference of June 11th, 

examined the said Bill and now report the same without any amendme: 


All which is respectfully submitted. 


Paul H. Bouffard, : 
Acting Chairman, 


MINUTES OF PROCEEDINGS 


WEDNESDAY, June 17th, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 


“and Commerce met this day at 11.10 a.m. 


| 


Present: The Honourable Senators: Aseltine, Baird, Blois, Bouffard, 
Brooks, Burchill, Cook, Connolly (Ottawa West), Croll, Fergusson, Flynn, 
Gershaw, Gouin, Hugessen, Irvine, Isnor, Lang, McLean, Molson, Pearson, Reid, 
Smith (Kamloops), Taylor (Norfolk), Thorvaldson, Vaillancourt and Walker. 
— (26) 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


In the absence of the Chairman and on Motion of the Honourable Senator 
Taylor (Norfolk) it was RESOLVED that the Honourable Senator Bouffard 
be elected Acting Chairman. 


On Motion of the Honourable Senator Cook it was RESOLVED to report 


‘recommending that authority be granted for the printing of 800 copies in 


English and 300 copies in French of the proceedings of the Committee on Bill 
S-35, 


Bill S-35, intituled: “An Act to amend the Corporations and Labour 
Inions Returns Act’’, was considered clause by clause. 


The following witness was heard: 
Mr. Walter E. Duffett, Dominion Statistician. 
On Motion of the Honourable Senator Baird it was RESOLVED to report 


the Bill without amendment. 


At 11.30 a.m. the Committee adjourned to the call of the Chairman. 
Attest. 


F. A. Jackson, 
Clerk of the Committee. 
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| THE STANDING COMMITTEE ON BANKING AND COMMERCE 
: EVIDENCE 


OTTAWA, Wednesday, June 17, 1964. 


_ The Standing Committee on Banking and Commerce, to which was referred 
Bill, S-35, to amend the Corporations and Labour Unions Returns Act, met 
thi is day at 11.10 a.m. 


Senator Pau H. Bourrarp (Acting Chairman) in the Chair. 


The committee agreed that a verbatim report be made of the 
committee’s proceedings on the bill. 


The committee agreed to report, recommending that authority be 
granted for the printing of 800 copies in English and 300 copies in French 
of the committee’s proceedings on the bill. 


The AcTING CHAIRMAN: We have a quorum, and we are here to give 
Dr Be ce ation to amendments to Bill S-35. We have with us this morning, Mr. 
alter E. Duffett, Dominion Statistician; Mr. S. A. Goldberg, Assistant 
ominion Statistician; Mr. D. Traquair, from the Dominion Bureau of Statistics; 
and Mr. H. F. Herbert, Director, Planning and Development Branch, Depart- 
m. ent of National Revenue. 


j Mr. Duffett, would you give the committee an explanation of the bill, 
please? 


_ Mr. Walter E. Duffett, Dominion Statistician: Mr. Chairman, honourable sena- 
ors, I have a brief statement here by way of explanation and background, 
fol owing which I shall be glad to provide information about particular features 
of the bill. 

The Corporations and Labour Unions Returns Act came into force on 
January 1, 1963, and is administered by the Dominion Statistician. This act 
affects some 30,000 corporations and about 200 unions, but it is with the 
orporation portion that we are principally concerned at the present time. 

y The act was assigned to the Dominion Statistician, partly, I believe, because 
was desired to emphasize the confidential nature of certain of the informa- 
m to be filed under it, and partly because the Dominion Bureau of 
atistics has a good deal of experience in collecting and processing statistical 
‘ormation. We are very conscious of the importance of obtaining such informa- 
n with a minimum of inconvenience to business firms, and of the importance 
assembling it as efficiently and economically as possible. 

It was, in fact, pointed out by the Minister of Justice, in introducing the 
aw 0 ‘iginal legislation, that it was to some extent experimental and subject to 
\dification. One rather urgent modification was evident from the fact that 
financial statement was required from the corporations to which the bill 
ied, a financial statement not very different from that which was to be 
with the income tax authorities. The first step that was taken, therefore, 
s to specify by regulation that a copy of this latter statement, as filed with 
income tax department, could be filed with the Dominion Statistician as 
mpliance with this portion of the act. 

This provision, while it helped respondent companies, did not fully satisfy 
1 and suggestions were received from any firms that a single statement, 
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two separate government agencies, the income tax office and the office oF ‘ 


There was, also, the probability that the two sets of published station ( 
being prepared by separate staffs, would show different results and cau 
confusion. nd 


As was indicated in a statement by the Minister of Trade and Comme 
on July 2, 1963, the Dominion Statistician was asked to confer witth the st 
of the Department of National Revenue to see to what extent the paral 
operations of the two agencies could be integrated. By the proposals in - 
present bill the very efficient statistical collection facilities of the Departmen 
of National Revenue will be used to meet the requirements of both groups. 
Returns to both agencies will be prepared by the companies and submitted at 
the same time, and it is believed that additional economies will result amo 
accounting starts of the firms since a variety of information regarding — 
activities of the company can be assembled in the course of a single operation. 


These advantages to both the respondent firms and to the Domin 
statistician require the Dominion Statistician, in using the tax return, 
preserve the same sort of secrecy of corporation tax returns as now exists 
This is met in this amendment by repealing a subsection 14(5) of the prese : 
Corporations and Labour Unions Returns Act which may give officials 
government departments access to these financial statements under certai in 
specified circumstances. a 


The question naturally arises as to whether this loss of access by govern. 
ment is too high a cost to pay for the advantages to be gained. It would seem 
that this is not a high cost, particularly since during the 17 months that the 
legislation has been in effect access to individual corporation records by 
government departments has not been necessary, and need for information 
has been satisfied by summary tabulations which we have made for ther n 


It is, of course, possible that such access to individual statements might D« 
useful at some future time, but against this must be put the annual repo 
cost and inconvenience to some 30,000 reporting corporations. However, if im 
formation along these lines were needed by government, the first step would 
be to see whether this could be done by detailed summaries, classified - ty 
industry and by company size, which would give a picture of the position 01 
the industry or groups of AGS If, however, this proved inadequate and if 
the Government felt it could only proceed by having information about a 
particular firm, then a request to this effect could be made to the firm i in- 
volved. Alernatively, the firm might provide a clearance, authorizing acces: 
by a government department to information obtained ee the Corporations 
and Labour Unions Returns Act, information which would be in the possessior 
of the Dominion Statistician. A similar procedure is used from time to 
in connection with information reported to the Dominion Bureau of Statist cs 
under the Statistics Act and seems to meet the need. | 


There are other and very important economies to be secured by a single 
tabulation operation to meet the needs of both the Dominion Bureau of Stal 
tics and the Department of National Revenue after the data is submitted t t 
Ottawa. This is also made possible by this amending act. as 


b; 


The Department of National Revenue now examines, punches and tabulate ati 
information on about 28,000 companies—this represents a sample of the tote 


of perhaps 150,000 companies—for its own purposes, and in order to publi 
the annual volume known as “Taxation Statistics’. 


nN 


erg oem Statistician will be vectra to Pare similar a 
10 der | the Site ilniearaing and Labour Unions Returns Act for about 


— 30,000 companies, most of which are the same. In fact, the Na- 
| Revenue figures are up to about 28,000 now. 

slearly, there are advantages in combining these operations in a single 
ation, since the tabulation is a time-consuming one, involving the exam- 
on of from 50 to 100 items for each company, the preparation of a year- 
ar comparative statement for most large companies, the preparation of 
ardized worksheets, followed by punching and machine tabulations. The 
re: e ing combined data, as contemplated by this legislation, will be prepared 
on a single consistent basis, avoiding a degree of confusion which would 
othe srwise be difficult—perhaps impossible—to avoid. This integrated tabula- 
L10 mn program is made possible by clause 4 of the amending bill, which gives 
ee inion Statistician access to National Revenue Tax Returns. 

h 


conclusion, I think I should emphasize that these amendments do not 
et the information on directors and share ownership, generally described 
ection A information, which is now made available to the public, and which 
vas one of the principal objectives of the original legislation. 


- Senator REID: Mr. Chairman, I do not think this witness informed us as to 
hat department he is with. 
Ee r. DuFFETT: I am the Dominion Statistician. 


Senator REID: I did not know just who you were. I should like to ask you 
vher n this act was first put into effect. 


aD r. DUFFETT: On January 1, 1963. 


Senator BurRcHILL: In a few words, what this bill does is to eliminate the 
sity of firms having to make out two returns? 


_ Mr. Durrett: Yes, sir. 
Senator BurcuILL: Everything can be done on the first return? As a 
inessman I can say that I am very, very thankful, because the load that is 


le staff of an ordinary business firm in making out returns is terrific. It 
mes takes a staff of two Rife hips fulltime to erties a return, so I 


es This is correct, sir. 


senator IsNorR: What about the form you send out? Is that being revised? 
ae out a form to be filled in that differs from the average income tax 


re quire it in any particular form. In addition to that, the Corporations and 


ur Unions Returns Act requires certain information on pare to non- — 


me use our own form. 
ic e ACTING CHAIRMAN: But the two are combined? 


Durrett: The two will be submitted at the same time. 


10 STANDING COMMITTEE a 


Senator HuGESSEN: Before I ask the witness a question may I say th: t 
I think this is the first time I have ever seen the Dominion Statistician in the 
flesh? I want to tell him how we all appreciate very much the valuable ar d 
informative reports we receive. d 
Mr. DuFFETT: Thank you, sir. a 
Senator HUGESSEN: Clause 4 of the bill makes the income tax returns of 
corporations available to the Dominion Statistician for these purposes? 
Mr. DUFFETT: Yes, sir. 
Senator HUGESSEN: And you say that by repealing subsection (5) of sectial | 
14 you eliminate the possibility of any of the officials of the Dominion Statisti- 
cian having to give information which they obtain from these forms to anybody 
else? — 
Mr gDUFFETT:.<Y és, ‘sir. 
Senator HuGESSEN: Should not that be put in a more positive way? It 
provides that the Dominion Statistician shall have access to, and be able to 
examine, these corporation returns, but where is there any positive statement 
that he shall not supply information to anybody else? 
Mr. DUFFETT: That is in the original Corporations and Labour Unions 
Returns Act, which states in section 14(1): ; 
Except as provided in this section, all information contained in any 
statement— 
and so on 


—is privileged, and no official or authorized person shall, knowingly, 


(a) communicate or allow to be communicated to any person any 
such information (hereinafter in this section referred to as 
“privileged information’) obtained under this Act, or 


(b) allow any person to inspect or have access to any statemen# 
or other writing containing any privileged information obtaineg 
under this Act. 


Senator HuGrEssEN: Does that wording include corporation income tax 
returns examined by the Dominion Statistician? 

Mr. DUFFETT: Yes, it would cover that. 

Senator HUGESSEN: You are satisfied of that, are you, Mr. Hopkins? 

Mr. HOPKINS: Yes. 

The AcTING CHAIRMAN: Are there any other questions? 


Senator Isnor: I think that point was gone into quite fully three years 
ago in the committee. 


Senator HUGESSEN: Yes, but we are setting up a new form here. 
Senator BarrD: What was the namé of the previous Dominion Statistician? 
Mr. DUFFETT: The name of my predecessor? 
Senator Barrp: Yes. 


Mr. DUFFETT: I succeeded Mr. Herbert Marshall. 


Senator Cook: I have just one question. Section 14A says “The Domina 1 
Statistician or any official described in subsection (4) of section 14”. Who are 
the officials described in subsection (4) of section 14? 


Mr. DUFFETT: These are essentially persons employed under the Statistics 
Act. Section 14(4) reads: 


An official who is an officer or other person employed in the execu- 


tion of any duty under the Statistics Act or any regulation thereunder 
may 


(a) con 4s icate 2 or allow to be connie % any other such 


ae Me official any privileged information obtained under this Act, and © 
Bb) allow any other such official to inspect or have access to any © 
statement or other writing containing any privileged information — 
obtained under this Act. 
urpose is to allow the staff of the Dominion Bureau of Statistics to work 
is material. 


; ie Senator Cook: Section 14A says: “The Dominion Statistician or any official 


sc cribed in subsection (4) of section 14”, and then at the top of the next 
feat: says “or any such official’. That still applies to your officials? 
M SWUFFETT: Yes. 
The ACTING CHAIRMAN: Is it agreed that the committee should now discuss 
the | ‘ill clause by clause? 
- Hon. Senators: Agreed. 
The ACTING CHAIRMAN: Clause 1? This is a relieving provision. 
_ Hon. SENATORS: Carried. 
| The ACTING CHAIRMAN: Clause 2, concerning returns filed with the Min- 
; er Wational Revenue? 
i Hon. Senators: Carried. 
» The ACTING CHAIRMAN: Clause 3? 
Hon. Senators: Carried. 
The ACTING CHAIRMAN: Clause 4, which includes section 14A? 
_ Hon. Senators: Carried. 
_ The ACTING CHAIRMAN: Clause 5 concerning the regulations which may be 
made by the Governor in Council? 
Hon. SENATORS: Carried. 
_ The AcTING CHAIRMAN: Shall I report the bill without amendment? 
Batch SENATORS: Agreed. 


The committee thereupon concluded its consideration of the bill. 
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(Quorum 9) 


ORDER OF REFERENCE 


Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
June 17th, 1964. 


“Pursuant to the Order of the Day, the Honourable Senator Connolly, P.C. 
moved, seconded by the Honourable Senator Vaillancourt, that the Bill C-100 
intituled: ‘“An Act to amend the Farm Credit Act”, be read the second tim 


After debate, and— 


= 


The question being put on the motion, it was— 
Resolved in the affirmative. 
The Bill was then read the second time. 


The Honourable Senator Connolly, P.C., moved, seconded by the Honour- 


able Senator Vaillancourt, that the Bill be referred to Standing Committee on 
Banking and Commerce. 
) The question being put on the motion, it was— 


Resolved in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. 
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THURSDAY, June 18, 1964 


ant to adjournment and notice the Standing Committee on Banking 
ce met this day at 9.30 a.m. 


Prese it: The Honourable Senators: Aseltine, Baird, Bouffard, Burchill, era. 
anolly (Ottawa West), Croll, Hugessen, Isnor, Lambert, Molson, Pearson, 
1, Smith (Kamloops) and Taylor (Norfolk)—14. ‘) 


, attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Poe 3 
In the absence of the Chairman and on Motion of the Honourable Senator 
lor (Norfolk) it was RESOLVED that the Honourable Senator Bouffard 
lected Acting Chairman. 


1 Motion of the Honourable Senator Pearson it was RESOLVED to report 
ending that authority be granted for the Printing of 800 copies in 
is] ioe 300 copies in French of the proceedings of the Committee on 
2=100. 
Bill *-100, “An Act to amend the Farm Credit Act,” was considered clause 
se. 
* 


The following witness was heard: 
Mr. G. Owen, Chairman, Farm Credit Corporation. 
hee 


te 


On Motion of the Honourable Senator Connolly (Ottawa West) it was 
YOLVED to print as appendix “A” the Analysis Table read by Mr. Owen. 


On Motion of the Honourable Senator Pearson it was RESOLVED to 
rt the Bill without amendment. | 


At 1 00 am. the Committee adjourned to the call of the Chairman. 


F. A. Jackson, 
Clerk of the Committee. 


‘ The Standing Committee on Banking and Commerce to whom ‘was rete 

- the Bill C-100, “An Act to amend the Farm Credit Act”, have in peat 

- to the order of reference of June 17th, 1964, examined the said Bill and 
report the same without any amendment. 


All which is respectfully submitted. 


Paul H. Bouffard, 
Acting Chairman. 
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EVIDENCE 


d ‘ Ottawa, Thursday, June 18, 1964 


~ 


S ‘The Standing Committee on Banking and Commerce, to which was 
srred Bill C-100, to amend the Farm Credit Act, met this day at 9.30 a.m. 


+ ‘Senator PAuL H. BouFrFrarD (Acting Chairman) in the Chair. 


: ' The Committee agreed that a verbatim report be made of the 
~ committee’s proceedings on the bill. 

The committee agreed to report recommending authority be granted 

for the printing of 800 copies in English and 300 copies in French of the 

committee’s proceedings on the bill. 
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The ACTING CHAIRMAN: We have with us this morning Mr. G. Owen, 
Chairman of the Farm Credit Corporation. If it is agreeable with honourable 
sen nators, I would ask Mr. Owen to explain the main provisions of Bill C-100. 
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DN . G. Owen, Chairman, Farm Credit Corporation: Honourable senators, 
actually there is not a great deal in this bill. There are really two, possibly 
ree, significant features. 


ae 
Sol 


Senator CONNOLLY (Ottawa West): In the Senate yesterday I said there 

pre Six. 

_ Mr. OweEN: The others can also be important. The principal objective, of 
) rse, is to provide us with more money so that we can continue our lending 

operations. 
_ The second proposal is for a very substantial increase in the amount we 

can lend to individual farmers. 

The third proposal is for a change in interest rates so that the amount in 

excess of the present limits under the act will bear an interest rate which will 

allow us to make loans without adding to our losses, at least, to cover the cost 

of making these loans. 

These are the principal features of the bill. There are many other items 

t. I wonder if it might be best if we went clause by clause? _ 


é 
_ The ActTING CHAIRMAN: I think that would be the best way. Let us talk 
about clause 1 first, the definition of “farming”. What is the change? 

Senator REID: I am one of the best beekeepers in the country, and I would 
ik e to know the reason for bringing beekeepers under this. This surprises me.. 


Mr. OwEN: I think possibly one of the reasons was the fact that beekeeping, 
a we is looked after by the Department of Piaanece t Beekeepers are eligible 


Loe ones 


rmers, specialized beekeepers, ues will come to us for loans; but the Bee-- 
pers’ Association themselves felt it was discrimination against them. 


Senator Rein: From what province? ae 


a 


i} 


immoveable property, the house, the land, and any buildings they might 


Mr. OWEN: The de aatiae Pe a secretary here in 1 Ottawa. ie hat 
Senator Rep: For the whole of Canada? ; Bete 
Mr. OWEN: Yes. 

Senator PEARSON: On what would you base their security? 
Mr. Owen: As security we would have to base the value on the assets, t 


The house and land together would have some value. There would be 
building in which they might have their extracting equipment, and this we 
not be large. There are some specialized beekeepers, not many but some, 
transfer properties from one to the other. 
Senator Rem: Have you had any applications from the beekeepers? ~ 
Mr. OWEN: Five last year. 
Senator Rep: All in Canada? 
Mr. Owen: Yes. We do lend to people who are farming, and hecpines bee 
on the side. This is carried on quite often as a secondary enterprise. How- 
ever, I don’t think this will make any great change in the number of lo 
we make to these specialized people, bat it was to remove the fact that t 
were specifically excluded. f 
Senator CONNOLLY (Ottawa West): I suppose it is fair to say, Mr. Ow n 
that if you have an application from a beekeeper for a loan, he can oO 
get one up to the maximum allowed by your Tee, depending upon 1 
security he has to offer? 4 | 
Mr. Owen: This is right. ah) 
Senator CONNOLLY (Ottawa West): So that you would be making yo ur 
evaluation on his assets, his land, his buildings, equipment, and so on, and 
then you determine the extent to which you could lend him money? 
Mr. OWEN: That is right. | 
Senator Re1Ip: But you could not evaluate the bees he has? ., 
Mr. Owen: Under this we would almost exclusively be relying on rea 
estate, buildings, etc. We are limited to 75 per cent so there is no danger her 
of our making loans which would not be secure. 
Senator Rep: Does the question arise in British Columbia or does ite aris e 
here? 
Mr. Owen: We have had one request from British Columbia that I know y of 
Senator ReEIp: Just one? a 
Mr. Owen: There were three that I know of from Ontario. 
Senator Rreip: Nothing from Quebec? Is that a good reason for chang ing 
the act? ” 
Mr. Owen: It is just a question that this is one kind of farmer bein é 
excluded specifically. We felt it was reasonable to allow them in, so that 1 
they had a pegpest ion where we could help them, we would be able to do se 


Senator ‘Rei: Have you staff qualified to examine bees? 4 


Mr. OwrENn: We are capable of appraising the real estate. If we com 
across a problem with respect to assessing his management with ree aa 
bees, then we would seek assistance from those who are qualified in - 
business. 


Senator CROLL: A new job. 


Senator PEarson: I know one case where a beekeeper lives right in tow ) 
and keeps his bees there. He takes his bees out into the country and scat iters 
the hives there. 


Mr. OWEN: That is a practice. 


“But the is “not owned a him. Ras 


A EN: hee ae ot “We lend only on the security of the land: he 
i we have to be sure of that. 


xtc or ‘Prarson: Would you make a loan on the value of the house in | 


V . OWEN: If he had his plant there and was operating from there, and 
principal occupation was beekeeping. 


enator PEARSON: That is what it is. 
Berator RED: It would be hard to find that out. There are many people 


4 keep bees in their spare time. Many of them do not need to give their 
ae le. That is one of the reasons for my questions this morning, 


. OWEN: Unless his principal occupation were beekeeping, we would 
e able to lend to him. 


es Senator Rem: I know that in many cases it is done at home. It is just a 


-- OWEN: Those people would not be eligible. 

Been REID: I doubt if any businessman would be looking for a loan. 
rs a 

\ . OWEN: I do not think there would be much of that. 


Bettas REID: Come back next year and I will have you on the spot. I 
want to find out just what you are doing. 


| Senator CROLL: One further question occurs to me in regard to the un- 
fied interest rates that you fix, for that portion of the loan which is beyond 
. xed interest rate. 


. OweEN: That is in clause 4? 


Be... CROLL: I have one question on that. When you fix that amount, 
yhat Ho you include? Do you include anything for administration? 


Mr. Owen: Yes. 
Fcnstor CROLL: What is that, approximately? 


Pa 


Mr. OWEN: Our costs of administration during the past year amounted to 
7 per cent of the capital. 


Senator CROLL: How does that compare with the loan made by private 
tutions, for administration? 


. OWEN: Their lending is, of course, entirely different. Some of them 
\ very sizeable loans for large buildings. Others lend on housing. The only 
parison I can give you is that when the Glassco Commission was 
rit ling our operations, one of its members, a man who had spent some time 
d etailed study of our work and who had wide experience in a mortgage 
any, expressed surprise that we were able to administer loans on this 
tage, that in his company it had cost more. 


pccnator IsNor: You have not answered Senator Croll’s question. What is 
if ee You must know that? 


I -. OWEN: You mean, specified in dollars and cents? gaat 


ia “~~ 


nator IsnNor: Yes, on a percentage basis. ‘i 


Mr. OWEN: Between ourselves and private companies? 
Senator IsNor: Yes. 


. OWEN: That I cannot say, because I have not made an examination of | ; 
e inistrative costs of private paearana There are no private agencies 8 a 
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Mr. Owen: As to the cost of doing business, when you make large 1k 
on commercial buildings or small loans on houses, it is quite a different thi 
from making loans on farm businesses. I cannot give you any specific fig 
and I have not got any comparison. 

Senator CROLL: What did the Glassco Commission say on tL pad anything 


Mr. Owen: They said nothing about the cost of administration. 


Senator CroLL: Nothing? 

Mr. Owen: I will say that the cost of administration, percent coe has iS 
steadily declined over the past eight or nine years. That is as far back as I have e 
examined the figures. 

Senator CONNOLLY (Ottawa West): In other words through the Farn n 
Credit Corporation and in the Canadian Loan Board operation? 

The ACTING CHAIRMAN: Does that include the amount of money you have 
to spend in making an examination of property, and so on? a 

Mr. Owen: That is right, plus the fact that we are a Crown corporation 
and pay for our offices and services, not like a Government department where 
these are provided by another department. If we get buildings or other things S 
from the Department of Public Works, we pay rent for them. * 

Senator CONNOLLY (Ottawa West): Were you with the Canadian Farm 
Loan Board? 

Mr. Owen: I was there from 1950 to 1952. For a period I was with th 1e 
Veterans Land Act, then I returned to the Farm Loan Board. In 1960 I joined 
the Farm Credit Corporation. ‘ 

Senator CONNOLLY (Ottawa West): So you have seen this through a period 
of time? 

The AcTING CHAIRMAN:. Are there any other questions on clause 1? 

Hon. SENATORS: No. 

The AcTING CHAIRMAN: Clause 2, concerning the capital of the corporation, n, 
which I understand is increased om $16 million to $24 million. 

Mr. Owen: That is right. It increases the borrowing authority by s20 
million. 

Senator PEARSON: Is the money that you receive back from borrowers in 
annual payments put back into the Consolidated Revenue Fund? 

Mr. OwEN: Some of it is and some of it we re-lend. 

Senator PEARSON: You keep it like a revolving fund? 

Mr. OwEN: We borrow money from the Department of Finance on a 
specific repayment schedule. If the farmers pay us back quicker than the repay} 
ment schedule calls for, and we get extra money, we turn around and re- lend 
this rather than keep it sitting around. If we use part of it to pay back to the 
Minister of Finance, this reduces our debt to the Minister of Finance and allow Is 
us to go back and borrow more. fe 

Senator ASELTINE: I think Senator Pearson went a little further ne 
that. He wanted to know if the money the farmer paid back was lent, 
addition to the amount that you were borrowing from the Minister of Finance 


Mr. Owen: It is, except that part of it which we must use to pay back ¢ uf 
the Minister of Hinatce, because we have specific repayment terms with the 
Minister of Finance. But we re-lend any surplus from what is paid back to us 
Senator IsNnor: You have gone up from $400 million to $600 million, that 
is a 50 per cent increase. - 


Mr. OWEN: That is right. 
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ator PEARSON: Let us suppose for the sake or argument that you lend 


e full $600 million and you get a large volume back. Could you reinvest 
‘amount paid back so that you would have, say, $700 million out? 


Mr. OweEN: If we got a large amount back from the farmers, we would not 
ave $600 million out. When he pays it back he is reducing the amount of our 
ivestment in mortgages, but we cannot exceed the $600 million plus the 


capital, which would be $24 million, making a total of $624 million, plus any 
amount of reserve which we also have invested in mortgages. 


Senator BurcHILL: In other words, this is a revolving fund? 
, _ Mr. Owen: It is very much like a revolving fund. 
= | 


_ Senator BuRcHILL: In that respect it is different from the National Housing 
\ct, where any payments coming back from housing loans go to the Receiver 
_ General? 


A 


a The AcTING CHAIRMAN: We had that yesterday. ‘ 
3 a Senator BURCHILL: But this is a revolving fund, it goes back to you? fa 
Mr. Owen: It goes around again. a 
ey The ACTING CHAIRMAN: I understand they have to repay the Minister of a 


Finance a certain percentage of the amount loaned during the year, and then 
when that amount has been repaid the balance in the fund can be re-loaned. 
_ Senator BurcuHitL: Would you tell us the distribution of loans as far as 
provinces are concerned. 

_ Mr. Owen: Are you talking of the distribution of current business or capital 
outstanding? 

Senator BuRCHILL: Capital outstanding. 


a 
; 


__. Senator CONNOLLY (Ottawa West): I should have given that yesterday in ee 
the Senate but I thought I had been speaking long enough. ie 
a Mr. Owen: At the moment the outstanding loans, rounded off in thousands ae 

of dollars, are as follows: 7 
‘es Deed SGM gee leet te oh $17,394,000 4 

RS he, VE NON ee era Ls ak ccoice tut. 82,411,000 ¥ 
ROPER retire ake Sek ie ee eT i es wy, 97,066,000 
SERIE ore aaa ike Ser eot ek eee te eo 24,587,000 
INE CR Fa ee ale one mel as Ce a 95,292,000 
MONE piece at, INN ype. 22 Lees Fk 22,140,000 
ee MILO AINE 8k Ss ce abc 6 El aa wk clade oss siete 3,982,000 
Oy SOR. 9 ERD fea re A ne a ee a mae 2,413,000 
: Berane: Barware teland foe el eer es 8 eee 4,992,000 
ee MOTO BTS Fe me ee ar Be 76,000 
_ To explain these figures I should point out that the figure in the Province 


7 of Quebec in relation to the size of their agricultural industry is small. The 

ason for this is that since 1937 the province has been lending money at 24 per 

nt, so farmers would not come to us for money when they can get it there 
2 per cent. Since the beginning of 1962 the province has been paying half of 

interest that we charge farmers, so when we charge a farmer in the province 

Quebec 5 per cent interest the province pays half of that interest for him. As 

esult of that our volume has increased to the point where last year we lent 

1ething in excess of $14 million in the province of Quebec, though the prov- 

itself lent another $27 million. This explains why that one province in 

tion to its agricultural size has that amount. 


Senator BurRcHILL: Is that the only province in the dominion that does 
01 


. Mr. OweEN: That is ee only province in the dominion the at r 1 
terest. I would say the two other most active are Manitoba and Nova 


Senator ASELTINE: Could you give us any information with regard t 
- $27,500 loans, where they are made? For instance, how many of that 
are made in the province of British Columbia, how many in Saskatche ‘ 
and so on? 
The Acting CHAIRMAN: These are the large loans that can go up to 
$55,000? 
Pt Senator ASELTINE: Yes. 
ne . Mr. OWEN: This is the number of loans on Part III— 
Ane 7 Senator CONNOLLY (Ottawa West): Supervised? 
a Mr. Owen: Yes, supervised loans, as of 31st March, 1964. This is nee 
Chas necessarily the number we have approved, but the number we have actuall y 
Oe Mpa Out LO farmers: 


a | 
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Senator ASELTINE: Those figures are the total number of those loans? | 

Mr. OwEN: Yes, that is the total number. i, 

Senator ASELTINE: That are oustanding? De 

Mr. OweEN: That we have actually made under this part of the act. 

Senator ASELTINE: Up to March 31st, 1964? 

Mr. OWEN: That is right, sir. 

Senator IsNor: They would be pretty small loans in Quebec? 

Mr. Owen: No, they are large. 

Senator Isnwor: 409 loans, and only $22 million. 

Mr. OWEN: Where I said 409 loans, I am referring, of course, to Part I Be 
loans, only, and the average loan in Quebec during our early years of opera 
tion was larger than in most other provinces because the province lent only 
up to $15,000 and people came to us who wanted more than $15,000. That 
why we have more Part III loans in Quebec than any other province, 
they are actually fairly large loans. These are Part III or supervised loar 

in which we are lending on chattels as well as lands and buildings. 

Senator PEARSON: Have you a breakdown of the Part III loans in Quebec 
I mean, what the money was used for? 5 

Mr. Owen: I do not think we have the purposes broken down between 

Part II and Part III. I can give you the purposes of the loans, the percena 
ae that goes into the various things. 

Senator CONNOLLY (Ottawa West): I gave that yesterday. Perhaps the 
senators do not need it now. 

Mr. Owen: I do not think I have it broken down for provinces. ee 
give you a breakdown by provinces of these purposes, if you wished. This tS l 
quite a detailed table. As you can see, to give you a breakdown of all th 

purposes and all the provinces would take me a good deal of time. If yot 


ie 


re: 


er ‘he -AcTING CHAIRMAN: To be pete to the report? 
FE ‘Hon. Senators: Agreed. iF 


7 (For Table see Appendix “A” to today’s proceedings.) ie 
_ The ActiInc CHatRMaAN: Are there any other questions on section 2? 3 ‘i 
Senator Isnor: I just want to follow up a question asked by Senator i 
chill because of the study now being made by the Finance Committee. Ai. 
question is this: all repayments are made directly to you, is that right? in 
‘Mr. Owen: That is right. Yi 


ie ‘Senator Isnor: Then you do your own bookkeeping as far as your loans oe 


Mr. OwEN: Yes, the complete accounting of our own. i 


Senator Isnor: I think that is important because we have been told of 
other department where all the loans are repaid directly to the Finance 
tment of the Government. ay 


Mr. Owen: We handle our complete service; we do our own accounting, 
CO leet all our own money. e 


Senator ConNoLLY (Ottawa West): And you have a good many regional 
ces? I did not refer to that yesterday, but perhaps it should be mentioned eu 


Mr. OWEN: Yes, we have, as a matter of fact, seven branch offices where e 
he loans are approved—one for each province, except the Atlantic provinces, Oe oi 

here we have one central office for the four. Then we have 27, what we call, 
Sl ipervision zones across the country, and we actually maintain about 126 field ‘ngs 
offices, where the farmer can come in and see our men for discussions. y, 


_ The ACTING CHAIRMAN: All that is included in the administration costs? Wea 
Mr. OWEN: Yes, the maintenance of all these offices, the payment of rent 
and all the people their expenses. vy 
Di The AcTING CHAIRMAN: Are there any other questions on section 2? 
oP Hon. SENATORS: Carried. ie 


Senator REID: In section 3, why do you leave out the grandchildren? There 
uld be provision made for the grandchildren on the farm. Why bring all the = Ot.) 
er’s other relations in like that? Just read the list: 
__...a son, son-in-law, daughter, daughter-in-law, sae, rie brother | 
a or sister or a step-child or foster-child of the borrower,. 


‘Mr. OWEN: I presume the grandfather would lend to the father, and the 
the er would lend to the son. 
; Senator Remp: What is the reason for the change? What is the demand? 


Mr. Owen: I will explain the kind of thing we are trying to get at. Very | 
1 a farmer will come in to us and say, “I have had my son working with me 
n, eight or nine years, and I have Rees’ paid him any wages. He is married 
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Mr. OwEN: Any one of these, we felt, might be working with the father 
who is the farmer. ae 

Senator REID: What demand have you had to make the change? 

Mr. OWEN: We have a fairly large number of people who want to porte W 
money for their sons. If we made it just for the son the first thing we would 
know would be that the father wanted to help a daughter who maybe has been 
married and has been working with her husband for the father. We did not 
want to make it too restrictive, but wanted it to give us the leeway to help 
those genuine cases where a father wanted to help some of his children to 
become established in farming. 

Senator CONNOLLY (Ottawa West): Again, the amount o the loan is tied 
in to the value of the security the father can make available? a 

Mr. OweEn: Yes, and his repayment capacity. . 

The AcTING CHAIRMAN: Section 4, interest rates. 

Senator REID: On section 4, what would your largest loan be there? It Saye 
$20,000 and amounts in excess of $20,000. 

Mr. Owen: This deals only with interest rates, and the maximum loan :‘ is” 
under sections 6 and 7. It is $40,000 under Part II of our act, and $55,000 under 
Part III. q 

Section 4 provides the interest on the first $20,000 under Part II would be 4 
per cent and on the first $27,500 under Part III will be 5 per cent. On any 
amount in excess of that will carry a rate which will pay us our costs of lending 
that extra money. 

Senator BURCHILL: That top rate might vary? 

Mr. OWEN: Yes, it means we are paying 5-3/8ths per cent for the money 
we are borrowing and lending at 5 per cent, and it is costing us about .87 per 
cent to administer it. q 

The AcTING CHAIRMAN: Shall that section carry? 

Hon. SENATORS: Carried. 

The ACTING CHAIRMAN: Section 5? 

Senator PEARSON: On section 4 on page 3, lines 10 to 15 or 16, that is not i 
quite clear to me. 

Mr. Owen: It was not quite clear to me. We spent some time drafting this 
to say that we wanted it to say. What we will do is we will look at our own 
entire operations. This subsection 4 merely says how we will prescribe this 
higher interest rate. It says we will take into account the cost of money, which 
is now 5-3/8ths per cent, the cost of administration of our overall operations, 
which is now .87 per cent, and a little for losses. I would not want to predict what 
the Governor in Council would approve, but it is close to that. ‘ 

Senator ASELTINE: It is likely to be around 7 per cent? 

Mr. OwEn: Oh, it will be that high. 

Senator PEARSON: I think Senator Brooks asked this question in the 
Senate yesterday. You take your administration costs and possible losses. There 
AS mie losses now on the 5 per cent loans to farmers. Would that be included 
in this 

Mr. OWEN: Oh, no. We cannot use the provision here. In establishing this 
rate, we are taking our overall operations and saying what over all we usually 
have to pay our way. That rate, whatever it is, will apply to these excess 
amounts, and we could not load this to charge these people on the lower amount. 

The ACTING CHAIRMAN: Shall section 4 carry? , 

Hon. SENATORS: Carried. 

The ACTING CHAIRMAN: Section 5, Mr. Owen? 
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EN: Section 5 arises from the fact that some provinces in examining 
ion are recognizing that we are taking mortgages in the name of the 
‘in the right of Canada. They have taken the stand that municipalities % 
's | for taxation purposes any property which is mortgaged to our cor- 4 


ion. ‘We have mortgages on over 40,000 farms, and if they should all sit y 
and say, “You can’t sell my property for taxes,” it would not be good for 

the municipalities. This section is designed to place us in the same position an 
ay other mortgage lender so that municipalities can collect taxes in the a 


ircumstances I have outlined. S 

3 Senator ASELTINE: Do they have much trouble getting farmers to pay ae 
faxes? a 
__ _Mr. OwEN: We feel the question of collection of taxes is the responsibility of of, 
q he municipality. I will confess that occasionally some municipalities— e 


_ Senator AsELTINE: Your amortized payments do not include taxes? . 


_ Mr. Owen: No. We do have this little difficulty that occasionally a munici- ? 
_pality might not be zealous in collecting taxes, knowing they will get them back a 
5 1etime, anyway, because they are aware that we have a mortgage. However, fé 
as much as possible we do leave tax collection and tax payments to the re- 
sponsibility of the municipal authorities. 
. _ Senator ASELTINE: Sometimes you have to pay the taxes? : 
_ Mr. Owen: We will have to pay them to save our interest, and then we 

will have to start collection action against the individual borrower. i 


___ Senator CONNOLLY (Ottawa West): You add the amount of the payment M 
‘ > she loan? iP 
_ Mr. Owen: That is right; and they become in arrears immediately. ey 
Senator ASELTINE: You have a mortgage clause to that effect. bi 
_ The ACTING CHAIRMAN: Shall section 5 carry? ‘ 


* Hon. Senators: Carried. 
_ The Actrinc CHaIRMAN: Section 6? 


~ Senator Rei: I should like to know why section 6 speaks of the loan not 
exceeding $40,000, while in section 7 it says $55,000? 


_Mr. Owen: Clause 6 refers to loans in Part II of the act which are secured 
by mortgages on farm land only. Section 7 is referring to mortgages under Part 
of the act, which is secured by land and chattels, and which is supervised 
the corporation. These are the loans where we provide the capital for 
els as well as land, to help the young fellows to get established, and it is 
ited to farmers up to 45 years of age. 


a ¢ enator PEARSON: Supposing a man wants to borrow for his son or daughter, 
Hoes that age of 45 refer to that son or daughter? 


. Owen: A son or daughter can borrow. If a father wants to borrow for 
son, he is not eligible under the section, because he is under 45 years of age. 


~The Acting CHAIRMAN: Shall section 7 carry? 


- Hon. SENATORS: Carried. 


Senator ASELTINE: How do you allocate the legal work amongst the 
citors, say in the Province of Saskatchewan? When the Farm Loan Board 
Operating the work was all done by lawyers in Regina and Saskatoon, 
ld other centres. This corporation was set up in 1959, was it not? 


Mr. Owen: The fall of 1959, yes. 


E Senator ASELTINE: The work was allocated and given to solicitors 
oughout the province, which was divided into districts. Are you following 
t principle? I was told recently that the legal work had all gone back to 


Ay 
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: properly adjusted, there might be a farmer at the corner of this farm bound 


{ 14, as 


Saskatoon and Regina and Prince Albert and that the rural egal : 
were not getting any of this work any more. ih get ae 


ae ee 
Mr. Owen: This is not quite the circumstances. In 1960 we had the 
province divided up into field areas, and we had a solicitor in each field. | 


. Na 


One of the problems was that sometimes this field boundary might no’ 
who could much easier go to a closer town. We also found in many are 
lawyers with only a few loans to deal with, and when that occurs, they dor { 
care whether they have our work or not. So we reduced somewhat the num 
of lawyers. I agree we did put loans with lawyers in certain places in 1 
title offices, for instance, because they can do it quicker. We used to have 


lawyers in Saskatchewan, and at the moment we have 20 or 22. “of 


Senator IsNor: In other words, this is a more efficient system you are 
working under than in 1959? "a 

Mr. OwEN: We believe it will be. Our argument is that if you give Q 
man enough work to make it important to him to keep it, then you ¢ 
require that he do it in a hurry; but if you give him only a little work and it 
does not mean anything to him, whether he gets it or not, you are under the 
difficulty of getting him to do it in a hurry. Under this system we think we 
shall get quicker disbursement of the loans. Sg 

Senator Motson: Do you use any other professional men than lawy 
such as chartered accountants? a 

Mr. Owen: No. We have our own accounting staffs, and we do | 
accounting in a centralized location with our own staff. We do hire o hei 
professional people. We like to feel that all our local representatives in the 
field are professional appraisers and agriculturists. 


The ActING CHAIRMAN: This is work of research for land purposes. 
Shall this bill be carried without amendment? ian 


Hon. SENATORS: Carried. 
The AcTING CHAIRMAN: Thank you, gentlemen. . 


Senator CONNOLLY (Ottawa West): Mr. Chairman, I should like to thank 
Mr. Owen and his officials for their helpful work this morning; we are very 
grateful to them. a 


Mr. OwEN: Thank you. Any time you wish information about our op ora 
tions, we shall be glad to provide it. a 


The committee adjourned. 
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OTTAWA, 1964 


THE STANDING COMMITTEE 
ON 
BANKING AND COMMERCE 
The Honourable Salter A. Hayden, Chairman 


The Honourable Senators: 


ie Aseltine Gershaw Paterson 

‘Baird Gouin ‘. Pearson | 
Beaubien (Bedford) Hayden Pouliot = 

_ Beaubien (Provencher) Hugessen Power 

NWN Cane Irvine Reid iyi. 

hi pouttard Isnor Robertson (Shelburn 

Pe ie) Burchill Kinley Roebuck | 2 
Pay Choquette . Lambert ‘Smith (Kamloops) a 
Cook Tene Taylor (Norfolk) | 

-Crerar Leonard Thorvaldson 

Croll Macdonald (Brantford) Vaillancourt 

‘Davies McCutcheon Vien 

Dessureault McKeen Walker 

Farris McLean White 

Fergusson Molson - Willis 

Flynn Monette Woodrow—(50). 
Gelinas O’Leary (Carleton) 


Ex officio members: Brooks and Connolly (Ottawa West). ba 


ge (Quorum $) 


ORDER OF REFERENCE 


“A message was brought from the House of Commons by their Clerk with a 
Bill C-90, intituled: “An Act to amend the National Defence Act”, to which they 
desire the concurrence of the Senate. 


The Bill was read the first time. 
With leave of the Senate, 


The Honourable Senator Connolly, P.C., moved, seconded by the Honourable 
Senator Hugessen, that the Bill be read the second time now. 


After debate, and— 

The question being put on the motion, it was— 
Resolved in the affirmative. 

The Bill was then read the second time. 


The Honourable Senator Connolly, P.C., moved, seconded by the Honourable 
Senator Hugessen, that the Bill be referred to the Standing Committee on 
3anking and Commerce. 


The question being put on the motion, it was— 
Resolved in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 
THURSDAY, July 16, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 11.00 a.m. 


Present: The Honourable Senators: Hayden (Chairman), Aseltine, 
Beaubien (Bedford), Beaubien (Provencher), Bouffard, Burchill, Brooks, Cook, 
Connolly (Ottawa West), Crerar, Fergusson, Gouin, Hugessen, Irvine, Isnor, 
Kinley, Lang, Leonard, McCutcheon, Molson, Paterson, Pearson, Pouliot, Power, 
Smith (Kamloops), Thorvaldson, Willis and Woodrow.— (28). 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


On Motion of the Honourable Senator Leonard it was Resolved to report 
recommending that authority be granted for the printing of 800 copies in English 
and 300 copies in French of the proceedings of the Committee on Bill C-90. 


Bill C-90, “An Act to amend the National Defence Act’, was read and 
considered. 


The following witness was heard: 
The Honourable Lucien Cardin, Associate Minister of National Defence. 


On Motion of the Honourable Senator McCutcheon it was Resolved to report 
the Bill without amendment. 


At 11.30 a.m. the Committee concluded its deliberation of Bill C-90. 
Attest: 


F. A. Jackson, 
Clerk of the Committee. 
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SALTER A. HAYDE! 
Chairman. 


EVIDENCE 
OTTAWA, THURSDAY, July 16, 1964. 


Th e Standing Committee on Banking and Commerce, to which was referred 
-90, to amend the National Defence Act, met this day at 11.00 a.m. 
mS nator Salter A. Hayden (Chairman) in the Chair. 


ae he CHAIRMAN: We are proceeding now to consider Bill C-90. Is it the wish 


of the committee that we should have the proceedings reported? 


Ae 
Se nator LEONARD: Yes. 


ie md - The committee agreed that a verbatim report be made of the com- 
Bs fe Ettce s proceedings on the bill. 

_~=«6©The committee agreed to report, recommending that authority be 
X - granted for the printing of 800 copies in English and 300 copies in French 
of the committee’s proceedings on the bill. 


My he CHAIRMAN: We have with us on Bill C-90 the Associate Minister of 


National Defence, Mr. Lucien Cardin, and also Brigadier-General Lawson 


is well known to this committee. We will ask the minister to make an 
1 ng statement. 


ct) ion. Lucien Cardin, Associate Minister of National Defence: Mr. Chairman and 
ni tors, this is the first time I have had the opportunity and pleasure of 
aring before a Senate committee. I am happy to be able to do so in con- 
ion with Bill C-90. I have with me, as the chairman pointed out, Brigadier 
ee and Group Captain MacLearn, who are, as you will well imagine, far 


more experienced than I in this field. 


_ However, as members of the committee have had yesterday, I understand, 
horough explanation of what is proposed in the bill in the speech made by 


‘he bill we have before us today is designed, as you know, to implement 
f the most important policy changes forecast by the White Paper on 
ce. Actually it is the first step towards integration, and the purpose of 
ill is to make possible the integration and control of the Canadian forces © 
1e top. As members of the committee will well realize the bill goes no 

her than that. It does not provide for the amalgamation of the forces them- 
s, and further amendments to the National Defence Act would be required 
at purpose. . 
1 effect the bill removes all references to the Chairman of the Chiefs of — 
Committee, the Chief of Naval Staff, the Chief of the General Staff, and 


hief of the Air Staff, from the National Defence Act, and to substitute 


efor one officer to be known as the Chief of the Defence Staff. The principal — 
at is to section 19 of the act which now POEs for the pease Gh 4 


under which the crea in cael would be empowered to saat aif 
Chief of the Defence Staff who under the direction of the minister will ve 
with control and administration of the Canadian forces. is 


8 STANDING COMMITTEE 


The other amendments contained in the bill are consequential upon 
amendment of substance, section 19, and it is proposed that the new act, i 
approved, should come into force on proclamation. This will provide the. neces 
sary time to amend the regulations and set up the new headquarter staff prior 
to the effective date of the amendment. a 


I think, Mr. Chairman, that this bill which comes out of the White Papal 
is an Bxeetient one. It Follows the recommendations in the White Paper, 
I understand that the White Paper has been thoroughly debated ‘both in 
house and in your chamber. Therefore, I do not feel I should take any mor 
your time by expounding further on the particular bill; and perhaps it might 
be more useful for honourable senators to ask questions, if they have any to 
ask, and then I would be delighted to answer them if I can. a 

The CHAIRMAN: Any questions? 4 


Senator BOUFFARD: What about the 500 men that were dismissed from t the 
air force? Are the new regulations going to be applied to them? 


Hon. Mr. CARDIN: Yes, I understand a statement was made to the effie ct 
they may not be considered for the special benefits. That is not exact. These 500 ) 
air crew would definitely come within the terms of the benefits. | 


Senator BOUFFARD: Thank you very much. 


Senator LEONARD: In the appropriation bill the date of May 7 is used as : 
the date from which these special provisions are made for those who are cor n- 
pulsorily retired. Is that so? 4 


Hon. Mr. Carpin: No. Those who are compulsorily retired would not | be 
retired within six months. They may have been given a warning or advice 
around May 7, but the actual compulsory retirement would take place some 
time in Aes 


Senator LEONARD: But if-you were retired before May 7, then the provision: 1S 
in the special appropriation bill do not apply? The only purpose of my question 
is to make sure that these 500 airforce men Senator Bouffard referred to cor ne 
in under the terms of the appropriation bill by having been compulsorily retired 
after May 7. 


Hon. Mr. CarpIn: Yes, they were advised after May 7, and they do fall 
within the benefits. 


The CHAIRMAN: Any other questions? 


Senator PEARSON: What effect has this unification of the three services on 
our other NATO partners? 


Hon. Mr. Carpin: Nothing but a considerable amount of interest in the 
exercise we are going through. Several of our allies have been quite interested 
in the experiment that is now taking place within our armed services. I under- 
stand the United States and the U.K. are particularly interested in this, and 
there are some statements made by eminent officers in both these countries 
which claim this is eventually bound to happen in the armed forces of the 
different nations. However, as you can well imagine, the problem of integral 
both in the United States and the United Kingdom is infinitely more difficult 
than it is in our relatively small forces. I think everyone is looking on to. see 
just how successful this integration will be in our Canadian forces, and I a 
quite optimistic, and so is Mr. Hellyer, that we can achieve this and that we 
can end up with a very effective armed force. 


Senator McCutTcHEoNn: Mr. Chairman, could the minister give us an esti- 
mate as to the total amount of the el benefits which may be paid as 4 a 
result of the changes that have been described to us? And, secondly, could 
give us an estimate as to the increased annual burden on the armed orca 
superannuation fund as a result of these retirements? : 


BANKING AND COMMERCE 9 
‘Hon. Mr. Carvin: I do not know whether it is possible to give any definite 
of these special benefits because, as you well realize, the differences in the 
ks of the people who are going to be retired make it difficult. 
Senator McCutcuHEon: I appreciate that, but we were given a statement 
ist evening that purported to show or forecast the anticipated loss in personnel 
yy compulsory retirement and attrition. For example, we are going to lose 10 
fficers of the rank of lieutenant-general and major-general in the next two 
years. Some may be by normal retirement and others by compulsory retirement. 
I suggest that whoever made up the figures must have made an assessment as 
ere ranks and the numbers. 
ce Hon. Mr. CarpIn: We do not have the exact figures, senator, but I have 
Peeen told that through normal attrition there is a loss of about 12,000 per year. 
Senator Connouty (Ottawa West): That is 12,000 through? 
be Hon. Mr. Carvin: About 12,000 through normal attrition. 

Senator ConNOLLY (Ottawa West): Lost to the forces? 


- Hon. Mr. CarpIn: Yes. 
Senator THORVALDSON: 12,000 retirements? 
Hon. Mr. Carpin: Yes. 


Senator LEONARD: In the normal course, apart from the savings you are 

oing to effect as a result of this new movement under the bill, there would be 

approximately 12,000 retirements or losses by attrition in a year, and they 

| would normally be replaced by new recruits: but when you start to lose 10,000 
* er a period of two years by compulsory retirement you feel a goodly portion 

of that could be taken up through the normal retirements? 

_ Hon. Mr. Carpin: Yes. 


_ Senator Leonarp: And you do not need to recruit as many new personnel 
iS you otherwise would be doing, and that is the way you have in mind that 
he 10,000 loss in personnel will result? 


_ Hon. Mr. Carvin: Yes. There will be the normal attrition and the com- 
pulsory retirement of certain people that we feel are redundant, whose jobs 
are no longer available. However, I think you will appreciate the fact we still] 
ve to continue our recruiting in order to have new blood. 


___ Senator LEonarD: But not to the same extent as would be the case were 
his change not envisaged by this bill. 


ee Senator Power: Would you recruit 10,000 less in a year? The normal 
ttrition is 10,000 a year. You have to fill that up by recruiting. Under these 
ew circumstances will you recruit 10,000 less? 


Hon. Mr. CarpDIN: The reduction is over a period of two years, and we 
vould recruit less. Yes, it would be 10,000 less. 


_ Senator Power: What will be the net reduction of the armed services when 


you are through with this? I am speaking of service personnel and not of 
Civilian. 


a Hon. Mr. Carpin: 10,000 over the next two years. 
_ Senator Power: 10,000 over the next two years? 
_ Hon. Mr. CarpiIn: Yes, by some attrition and some compulsory retire- 


Senator Power: If it is not a state secret, what is the number of persons 
n the army now, 110,000? 


_ Hon. Mr. Carprn: 120,000 in the three services. 
_ Senator Power: 120,000 in the three services? 
_ Hon. Mr. Carpi: Yes. 


"STANDING COMMITTEE 
- Senator POWER: So, oui: at the end of a years you will have ; 1 000 


a Hon. Mr. CarRDIN: Yes. y 
Senator Monson: Could I ask the minister a couple of questions? ae 
these 500 in the Royal Canadian Air Force air crew? 


sit Hon. Mr. CarpDIN: Yes, most of them are. 
Senator Monson: All commissioned air crew? 


Hon. Mr. Carvin: Yes, to the best of my knowledge, but not ‘all pilots 
There are some air traffic contnel officers and things like that. . 


Senator MoLson: But they are on strength as air crew? 
Hon. Mr. Carvin: Yes, except the flying control officers. 
Senator Mo.son: The flying control officers were not previously air cr 
Hon. Mr. Carvin: Not necessarily. 

i: i ny Senator Motson: Some were? 

Hon. Mr. Carpin: Some would be and some would not. 


how did it happen ae the air force showed up inmneditely as havi 
redundant whereas the other two services to date, I do not think, have I 
comparable numbers? How does this particular thing occur? 


Hon. Mr. Carvin: I understand, and I think I should make this pointy firs’ 
of all, that the 500 air crew are in a category which is considered as bel 
distinct from the reduction from the ordinary compulsory retirement OLe 
services. What happened, as I understand it, was that, I think it was durin 
Berlin crisis, it was felt there should be an increase or that there was a potenti 
need for an increase in the number of air crew. A considerable number ¢ 
people were taken on and were kept on. It has been felt for some time t 
these 500 redundant air crew should be released, but is only now we h 
decided to reduce them completely, in line with the regular compulsory retire 
ment of the other 10,000. p 


Bi Senator MoLson: These compulsory retirements are not confined to short 
ra service commissions or men on short service? ¥ 


Hon. Mr. CarDIN: No, they are not confined to that. It will be right acrt 0S: 

the board. ae 
Senator THORVALDSON: Mr. Chairman, I was wondering, if there sal 
attrition of about 12,000 a year, as was stated, why you have to have 
compulsory retirements at all. Is it not possible to do what you want to do i) 
the method of normal retirement? 


Hon. Mr. Carptn: No. What happens is that we feel that there will n 
longer be positions available for the people who are going to be compuls 
retired, that their jobs are redundant, or something to that effect; an 
could not just by normal attrition arrive at what we want to achieve in 
Department of National Defence, and we have to go to this compulsory ream 

ment in order to achieve our objective. 


The CHAIRMAN: Is not the answer you are not able to correlate betw 
the person who goes because of normal attrition and the person who is eC 
pulsorily retired? You cannot relate those two things. If a job is done awa 
with it is done away with, and there is no place for the man. a 


Senator THORVALDSON: I quite understand that. 


Mr. Cardin, is there any policy of attempting to retire the older m e 
rather than the younger men, or is it going to be irrespective of age? 
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t for ‘the man. I think that is the basis of our whole exercise, and _ 5 
er factors, of course, will be taken into account. The main thing sis) toe hee 
whether or not we need that particular man. 
Senator THORVALDSON: In general, who makes those decisions in regard to 
t persons shall retire? 
Hon. Mr. Carvin: Well, I would think this would be done by the chiefs 
he different staffs ultimately, and there is a procedure whereby, I think, 
ministers have a chance to take a look at the people who are going to be 
ed of the rank of lieutenant-colonel and above. The commanding officers 
he different areas would also have some recommendations as to which 
en should stay on and which should not. I would think that in the normal 
arcise of the procedure the commanding officer would be able to find out 
ther or not a man wanted to stay on or wanted to leave. Supposing you 
e two of three people whose jobs are redundant, and you need only one. 
re might be some people who would just as soon leave as stay. That type 
hing would be taken into consideration, but main criterion is the require- 


. 


- Senator THORVALDSON: I am glad to have the answer that some regard 
ll be paid to the men themselves. Some will want to leave, and that will 
facilitated by the department. 


. ‘Hon. Mr. CaRDIN: Yes, but this is not going to be an exercise. It will be 
e or less on a personal basis as between the C.O. It will not be done by a 
mal writ of execution. 


or 
_ senator THORVALDSON: The department will try not to be ruthless in this 


7+: 


_ Hon. Mr. Carvin: Yes. It will take into consideration the desire. 


he CHAIRMAN: Shall we take it that the department will proceed in a _ 
way that could not be designated as ruthless? 


Senator THORVALDSON: Yes. 


The Cuarrman: If you put it in the way you put it it raises the old ques- 

ion: When did you stop beating your wife? 

_ Senator ConnoLiy (Ottawa West): Justice shall not only be done but shall 

) sar to be done. 

_ Senator HucEssen: Then this compulsory retirement will be among the 
idquarters staff. . 


Hon. Mr. Carvin: Yes, that is where the greatest amount will take place. 
eel that the headquarters has overgrown itself. 


enator LEONARD: In the scale of special cash benefits that are set out 
e table given to us there does not seem to be any provision so far as I 
see for an amount to be given to men who have served less than five years. 
_ Hon. Mr. Carvin: That is correct. PONY. 
_ Senator LEonarD: Do you contemplate there will be any of those com- 
orily let go? ise eae tia 
Hon. Mr. Carvin: I think they would be at a minimum because they are _ 
€ younger ones. There may be a few involved, but I do not think there would ae 
‘very many. Se 
Senator THorvaLDson: Mr. Minister, in that regard I think there was a_ nse 
on asked of the Leader of the Government in the Senate to the effect — Maes % 
t when these men were retired would they have some priority in respect of Lue 
ions that are open in the civil service. I think some attention should bey 61 sige 
o that because, after all, some of these people who will be retired :are. Wiis 

s who have served in the last war, or in some war. ae BUA ick 
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- three services to be integrated? 
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Hon. Mr. Carvin: I am informed they would have the same Porioriiye as the 
veterans have had in the past if they have served in the war. Bee) is no oth 1 
advantage. as 

The CHAIRMAN: Are there any other questions? 

Senator LANG: Mr. Minister, how long do you anticipate it will take for the e 


Hon. Mr. CarpIN: That is a very dicey question. I would hate to oul 
definite figure on it, but it seems to me that three or four years would bea rousl 
guess as to how long it will take. by 

Senator LEONARD: At least? 

Hon. Mr. CarDIN: Yes, at least. That is a minimum. 

Senator SmitH (Kamloops): Do you know anything about the normal rate 
of drop-out of those who have been in the service five years or less? I under- 
stand that there is a considerable drop-out at the end of the first period of 
service? 

Hon. Mr. CarpiIn: Yes. What is it that you want to know? 9 

Senator SmitH (Kamloops): What is the normal rate of drop-out of those 
who have only been in the service up to five years? 

Hon. Mr. CARDIN: We do not have that figure. If you would like it I will ia 
to get it for you. - 

Senator SmitH (Kamloops): Is it considerable? 

Hon. Mr. CarpDIN: Yes, it is considerable. 

Senator THORVALDSON: Mr. Minister, I am just wondering if this term 
“integration” is not being used rather loosely. I might be wrong, but uf have 
been of the view that there was not going to be an integration of the services 
such: that the three services would remain separate and pretty much as they 
are. It is my understanding that the main purpose of this bill is to create one 
chief of staff in the place of the three chiefs we now have. 

Hon. Mr. Carvin: That is correct, Senator. This particular bill is aimed at 
having one chief of the defence staff. As I stated earlier, this is the first step t 
be taken towards integration, but eventually, and according to the normal 
evolution, the forces will automatically integrate themselves. a 

The CHAIRMAN: Are there any other questions? 

Senator Monson: I have one question. I do not wish to quibble, but I would 
like to ask the minister how the term “chief of operational readiness” was 
picked instead of “chief of operations”. That seems to me to be an odd bit of 
semantics. 3 

Hon. Mr. Carpin: I think that is a very good parting question. I have no 
answer for it. = 
The CHAIRMAN: Are you ready to report the bill without amendment? _ 
Hon. SENATORS: Agreed. | 
The CHAIRMAN: Thank you very much, Mr. Minister. ) 
The committee thereupon concluded its consideration of Bill C-90, to amend 
the National Defence Act. 4 
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ORDER OF REFERENCE 


ct from the Minutes of the Proceedings of the Senate, Monday, 
sty 1964: 
ong 


essage was brought from the House of Commons by their Clerk with | é 
C-110, intituled: “An Act to facilitate the making of loans to students”, 


which they desire the concurrence of the Senate. 


The Bill was read the first time. 
With leave of the Senate, 


The Honourable Senator Fergusson moved, seconded by the Honourable 
Se nato} 4 


Inman, that the Bill be read the second time now. 
At r debate, and 
The question being put on the motion, it was— 


12 


Resolved in the affirmative. 


The Bill was then read the second time. 


~~ 


The Honourable Senator Fer 


gusson moved, seconded by the Honourable _ 
xr Inman, that the Bill be re 


at¢ ferred to the Standing Committee on Banking 
Commerce. 


Th € question being put on the motion, it was— 
Resolved in the affirmative.” 
: J. F. MacNEILL, 
Clerk of the Senate. 


4 ’ 
Sie WP 
’ 


_—s MINUTES 0 


Turspay, July 28th, 1964. 


. me a 


Pursuant to adjournment and notice the Standing Committee on Banking Wine 


nd Cc mmerce met this day at 9.30 a.m. ane 


sent: The Honourable Senators: Hayden (Chairman), Aseltine, Beau-_ it 3s 
(Provencher), Blois, Brooks, Burchill, Connolly (Ottawa West), Crerat,2.7)| 3 
Fergusson, Flynn, Gershaw, Gouin, Hugessen, Irvine, Isnor, Leonard, 
tcheon, McLean, Molson, Pearson, Pouliot, Roebuck, Smith (Kamloops), 

Idson and Vaillancourt.—(26) 


1 attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 


Oi od 


‘ 


“be 


On Motion of the Honourable Senator Croll it was Resolved to report 
ommending that authority be granted for the printing of 800 copies in Eng- — 
1 an 300 copies in French of the proceedings of the Committee on Bill eg 


ill C-110, “An Act to facilitate the making of loans to students”, was 
ad and considered, clause by clause. 
The following witnesses were heard: 


5 The Hon. E. J. Benson, Minister of National Revenue. Mr. J. F. 
_ Parkinson, Economic Adviser, Department of Finance. Mr. Larry Pen- 
nell, M.P., Parliamentary Secretary to the Minister of Finance. 


On Motion of the Honourable Senator Croll it was Resolved to report the _ 4 es 
aid Bill without amendment. ee ys 


é t 11 a.m. the Committee adjourned to the call of the Chairman. 
Attest. 
F. A. Jackson, 
Clerk of the Committee. 
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REPORT OF THE COMMITTEE 


Bec eis ‘The Standing Committee on Banking and Commerce to whom was ref 
af ach the Bill C- 110, intituled: “An Act to facilitate the making of loans to stude 
A Bye have in obedience to the order of reference of July 27th, 1964, examined th 


ve 


a ‘3 said Bill and now report the same without any amendment. a 


All which is respectfully submitted. a 


SALTER A. HAYDEN, 
Chairman. va 
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& “The Standing Committee on Banking and Commerce, to which was re- 
ferred Bill C-110, to facilitate the making of loans to students, met this day 
at 9.30 a.m. 


_ Senator Santer A, Haypen (Chairman), in the Chair. 


The committee agreed that a verbatim report be made of the com- 
mittee’s proceedings on the bill. 

The committee agreed to report recommending authority be granted 
_ for the printing of 800 copies in English and 300 copies in French of the 
- committee’s proceedings on the bill. 


The CHAIRMAN: We have before us Bill C-110. The Minister of Finance 
is unavoidably detained in Toronto. I think he will be in later in the day, but 
not early enough to deal with this bill. The Honourable E. J. Benson, Minister 
National Revenue, has come over, I assume, because the preparation of the 
dill is something he had to do with until he was elevated to his higher sphere 


of influence. I will ask Mr. Benson, according to the usual practice, to make 
a statement. 


_ Hon. E. J. Benson, Minister of National Revenue: First of all, I must apologize 
n that I am comparatively unprepared. I was told only 20 minutes ago that I 
should attend this meeting to speak to this bill. 

The general purpose of the bill is to provide loans for students. The 
sthod by which loans will be made is that the federal Government will 
antee loans made by the chartered banks upon the receipt of a certificate 
be issued by a provincial authority. There was quite a discussion in the 
Ise concerning who would be the provincial authority under this act. It is 
» Lieutenant Governor in Council, who will designate somebody within the 
vince to issue certificates to students requiring loans. We assume that in 
ny of the provinces the registrar will be the designated authority for a 
ticular university. 
_ The registrar will indicate the necessity for the loan, and then armed 
with this certificate the student will be able to go to the chartered bank of 
choice and present the certificate, whereupon he will be loaned an amount 
exceeding $1,000 in any one year, and not exceeding $5,000 during his 
AC ademic career. 
_ During the period that the student is in university, and for six months 
eafter, the interest on the loan will be paid out of the federal treasury. 
e is authority in the bill allowing the Minister of Finance to make these 
est payments for the period that the person is a student and for six 
hs after graduation. After the student graduates the loan will be paid 
to the bank by the student, presumably in monthly payments, or under 
me other arrangement agreed upon with the bank, over a period of not less 
five years and not more than ten years. 


df Senator CrERAR: Are we going to take the bill clause by clause? 
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cn The CHAIRMAN: Yes. 
: t Senator CRERAR: The bill provides that the isutenant Pavers in Coun- 
gil in a province shall establish the ground rules, in a sense, under which t 
bi legislation will operate. There are 10 lieutenant governors in council. Wo a 
not there be a possibility that there would be 10 different applications of this? 


Hon. Mr. Benson: Perhaps I could answer this. I think that in the 10 
provinces—perhaps we could exclude Quebec because it is believed that Quebec 5 


will opt out. | 
Senator CRERAR: In the nine? ql 


Hon. Mr. Benson: There might be different conditions for granting cer- 
tificates, but really the main function of the Lieutenant Governor in Council 
or the authority appointed by him, is to see that the student requires the 
loan. They cannot change the other ground rules—the conditions of the loan, 
the bank, the fact that the Government guarantees it. As to the conditions 
under which the student requires the loan, I think these would not be limited 
to the Lieutenant Governor in Council. There might be some variance at uni- 
versities. For example, if university registrars were designated, you might get 
some slight variance among the universities. But in all cases we must assume 
that the Lieutenant Governor in Council will designate a responsible person 1 
who will take into account the interest of the student, and that if the student 
needs the loan he will give the student a certificate to go to the bank and 
borrow. a 


Senator CRERAR: When you made the provisions for the Lieutenant Gover - 
nors in Council to define the ground rules, was it contemplated that they would 
have to conform to section 13 and the regulations? And what will these regula 
tions be? They will be made by the Governor in Council? | 

On a hasty glance at the regulations, apparently this gives the Governor in 
Council very wide powers in framing regulations—the determination of in- 
terest rates and such matters. Why was that not put in the bill? ‘y 

Mr. J. F. Parkinson, Economic Adviser, Department of Finance: You are right 
in suggesting that the provinces make the ground rules, but the ground rules 
in question with which they are concerned are very largely the criteria for 
educational purposes. That is to say, they are the ground rules affecting the 
student and the method of determining whether he is in need of financial 
assistance. They are the ground rules connected with which courses shall be 
eligible or which students going to which courses shall be eligible for a loan. 
They are mostly the ground rules on which institutions shall be nominated ¢ or 
prescribed. 

The regulations, you will notice, almost without exception relate to th 1e 
banking arrangements, that is, the strict banking arrangements between the 
student and the bank—the rate of interest, the arrangements for repaying th 1e 
loan, the way in which the loans become once aed as the student ns 
the end of his academic career, and matters of that kind. The Government has 
chosen to give the province, the provincial authorities, the Lieutenant Gover- 
nor in Council, the right to lay down those particular ground rules, which 
are really of an educational character or which affect the student. Some prov- 
inces may decide, as they are free to decide, the technical institutes of 
post-secondary character, and students at such institutions will be eligible for 
a loan. Another province may decide to reserve all its quota—the quota is the 
sum total of recommended loans—only for students attending universities. 
some provinces may include teachers’ training courses and some may not. 
4 Some provinces may include universities outside the province, and others na 
‘a not. These are matters for the provinces to decide. The strictly banking, finan- 
> cial arrangements are ground rules which will be laid down in the regulations 
ee by the federal Government. 
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CHAIRMA | Senator Crerar, you were using the expression “lieutenant oie i 

r in council,” in regard to regulations. You mean the governor in 

iy . a ri j ‘ 

ator CRERAR: That is Ottawa. i 

Th CHAIRMAN: I am looking at the regulations in section 13. Those are 
ade by the governor in council. 

Senator CRERAR: Yes, the Governor in Council here, the federal authority. | | 

ys The CHAIRMAN: In some of your remarks you were interchanging Lieu- a 

enant Governor in Council and Governor in Council. ¢ 

i Senator CRERAR: No, no, wait now. The Lieutenant Governor in Council 


nes the ground rules. 
_ The CuHarrmaAN: He defines the appropriate authority. 


ve enator CRERAR: Precisely. That is what I call the ground rules. Now, the 
tenant Governor in Council may appoint the Mayor of Winnipeg or the 
yor of any city, the president of the university or the chairman of a labour ‘ 
d or the reeve of a municipality. In his discretion, he may appoint any- 
to perform the duties set out in section 2 (1) (b). That is pretty loose, 

€ to me. So far as the regulations are concerned, and the first regulation, 
authority does that give the Governor in Council in Ottawa to direct the ae 
sutenant Governor in Council in the execution of his duties? i" 
F- The CHAIRMAN: It does not. 

Mr. PARKINSON: I shall read section 13 (a): ‘ 
The Governor in Council may make regulations 0 
Bt (a) prescribing the forms of agreements, certificates of eligibility— 

Now , that is important— wie 
claims— 


kel 


_ The Cuarrman: Prescribing the form of the certificates of eligibility. 
Senator McCurcuron: What you put in the form has a good deal to do r. 
ith the eligibility. It is not just a mere form. 
Hon. Mr. Benson: Yes. 

_ Senator McCutcHEoN: The minister agrees with that. 


¢ 
The CHAIRMAN: There is no difference between the “appropriate authority” i 
and prescribing the form which must be used. 


h 


_ Senator CRERAR: The lawyers are going to get me confused before this is 24 
al Lo ver, Mr. Chairman. Will the witness give a statement as to the limitations ae: 
section 13(a) which says: tah 
Be The Governor in Council may make regulations prescribing the ad 
BS forms of agreements, certificates of eligibility, claims, reports.... 
# on. Mr. BENSON: We are merely regulating relationship with the banks. ; 
‘Senator CRERAR: Yes, I think I get that. You prescribe the forms, you ie 


1e regulations down, and then you say to the authority who is to decide on _ 1% 
plications, these are the forms you must use in asking questions and 

§ answers. That is the proposition, is it not? 

on. Mr. BENSon: That is correct. 


enator CRERAR: Then who decides on the academic standing of the 
cant for the loan? 


on. Mr. BENSON: This would be based upon the decision of the authority _ ye 
ited by the Lieutenant Governor in Council. They will decide on which ~ 
ts can get the loans. . 


nator CRERAR: Let me carry that one step further. The Lieutenant Gov- ' 
Council lays down ground rules. It appoints say the Mayor of Yorkton 
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to be the authority to decide what students, according to their standing, coul d 
qualify for these loans. Am I right in that? ia 
Hon. Mr. BENSON: That is quite right. “¥ 
Senator CRERAR: The Mayor of Yorkton sits down and says, “Well, the 
are certain standards here, and these students must reach these standards 
before they can get a loan.” Am I right? f 
Hon. Mr. BENSON: Quite correct. “ 
Senator CRERAR: Supposing the Mayor of Yorkton is a generous-hearted 
individual, and is probably one of the “do-gooders,” and says, “Well, now, 
this could be made as wide as possible.” Then he sets a standard for, say 
graduates from high schools to enter university, that if they have had a p. 
mark in the high school they can qualify to get a loan under this legislation. 
Has he that power? 
Hon. Mr. BENSON: Yes, he has. 
Senator CRERAR: Could he say, “Well, instead of having a pass mark, we 
will be a little more generous. If the pass is 50 per cent, anybody who reaches 
40 can get it.” . 
Hon. Mr. Benson: He could possibly do this if the student had post- 
secondary school education. ty 
Senator CRERAR: In other words, he would have to have a standard in 
order to matriculate into university. ; 
Hon. Mr. Benson: That is right. q 
Senator CRERAR: But then supposing he doesn’t—and this apples all over 
Canada, in nine different provinces. I think Quebec probably has been a little 
wiser, because they have said, “You are not going to lay down ground rules 
for us, but you can give us the cash and we will handle it as best we can.” 
That is what is really happening isn’t it? 2 
Hon. Mr. Benson: No, senator. We are not giving Quebec the cash. We are 
simply reimbursing them for interest they would have paid, on any loans 
that will be made on the credit of the Province of Quebec. a 
Senator CrRERAR: Isn’t that a distinction without a difference? You are 
giving them money? | 
Hon. Mr. Benson: That is right; but we are not providing funds for th 
to loan to students. 
Senator CRERAR: No, but they go to the banks. 
Senator HNATYSHYN: Supposing they default; who pays? 
Hon. Mr. BENSON: Quebec. Incidentally, Quebec now has quite a compre: 
hensive student loan system, perhaps one of the best in the country. I think I 
am safe in saying this. 
Senator CROLL: How many other provinces have experience in this field? 
Hon. Mr. BENson: Oh, quite a few. K; 
Mr. ParKINson: All except Newfoundland, for giving bursaries or scholar 
ships, and so on. . 
Senator CrERAR: Now, the Mayor of Yorkton has set the standard, and 
the student gets into the University of Saskatchewan and gets a loan of $1,000. 
He does that of his own volition, doesn’t he? 
Hon. Mr. BENSON: Quite correct, sir. . 
Senator CRERAR: Supposing his father thought, ‘Well, now it would be 
better for this young man if he had to go out and earn this for himself.’ 
Although the student may be a minor, the father has no veto on it? 


Hon. Mr. Benson: That is correct. 
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Bede reared rs 
or CRERAR: Then the student gets into the university, and gets $1,000 
his expenses. Then later he becomes more interested in sport, in dancing, 
t sort of thing, than his classwork. That is a possibility, isn’t it? Would 
igree with that? 
_ Hon. Mr. BENSon: Yes. 
_ Senator Crerar: Then when it comes to the first year’s examination at the 
of the term, instead of getting a pass, this fellow is away down the list 
fails. He becomes disillusioned a bit and says, “I don’t think I will go to 
versity.” Or he may try another year and fail, having received pass 
marks in a supplementary examination. Then he decides to quit. You have 
invested $1,000 or perhaps $2,000 in this student’s education, and he chucks the 
whole thing. Now, there is no one responsible but the student for the repay- 
ment of that loan, is there? 
Hon. Mr. Benson: Quite correct—and the Government of Canada, which 
laranteed the loan. 
:; Senator CrERAR: No one outside? 
_ Hon. Mr. Benson: No one outside. 


Senator Crerar: Of course, the Government is always responsible in the 
end, apparently. But this student snaps his finger and says, “They have a lot 
0! ' money in Ottawa, I am not going to bother repaying it.” What are you going 
to do? How long are you going to pursue him to collect? 

_ Hon. Mr. BENSON: Well, you have the normal rights of collection on any 
loat , and you can take the action necessary to enforce collection through the 
courts. 

Senator CRERAR: When the student gets a loan, is he asked to give a note? 
Hon. Mr. BENSon: Yes, of course, but it is an agreement he signs rather 
than a note. 

_ Senator CRERAR: Suppose he is a minor. Do you provide in this legislation 
whether action against him for collection is valid? Suppose he has no assets. 
What is going to happen in the end? Won’t that loan be written off? 


i q Hon. Mr. Benson: No; you keep on trying to collect as long as the loan 
is outstanding, and you don’t allow it to lapse. 


_ Senator Crerar: That is in effect what you would do. You would set 
up machinery here in Ottawa, perhaps, to follow these people and see if you 
can collect from them, and in the end the machinery costs more than the cost of 
collection. 
_ Hon. Mr. Benson: The record of student loans in Canada has been very 
300d. I had some connection with a university prior to entering politics, and 
as invariably the case that students who received loans from universities— 
these cases it was the universities who were lending money—would repay 
loan. The loss ratio with respect to university students was very, very 
yw on loans. After all, we are lending to people who have illustrated that they 


attending university. Most of them will be successful in university. If you 


cannot have confidence in anyone. I would say they are good risks. 
Senator CRERAR: I think the great majority of these students would make 
honest effort to repay a loan; but I am as certain as Iam speaking now that 
ne will try and dodge it. That is human nature. 
_ The Cuarrman: And supposing that is true? 
_ Senator CRERAR: Well, supposing it is true; the example is not a very good 
for other students. I am not against helping students, but I think this is 
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get through secondary school. They are all at the stage where they are | 


not have confidence in this kind of people to repay loans in Canada, I think © 
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, them are 
entitled to $1,000 a year, and after they graduate they are faced with the pr 


Hon. Mr. Benson: This is a graduated repayment. Presumably the arrange- 
ment would be for an amortization of interest and principle by monthly pay- 
ments. You would not be hit with a sudden debt of $5,000. Furthermore, the 
loans are going to be insured, so that if someone died it would not be necessary 
to make the repayment. soe ye 

Senator CRERAR: There is no interest charged until six months after gradu- 
ation, is that correct? 4 

Hon. Mr. BENSON: Right. ‘a 

The CHAIRMAN: Senator McCutcheon, you were looking for the opportunity 
to ask a question a few minutes ago. a. 

Senator McCutTcHEON: Mr. Chairman, I would like the minister to give me 
his opinion as to whether the effect of this legislation will be merely to replace 
existing student loan plans, or will it supplement them? an 

Hon. Mr. BeENSson: In my opinion, it will go far beyond replacing the ~ 
student loan plans that presently exist. - 

Senator McCuTcHEON: It may go far beyond them, but do I understand you 
to say it will replace them? * 

Hon. Mr. BENSON: It will supplement them. Undoubtedly, in some cases it 
will replace and in others supplement them. The provinces would probably end 
their existing student loan plans and adopt this one, which provides a good deal 
more funds for some of the provinces. :, 

Senator McCutcHeon: As I understand the minister, you anticipated this 
global amount to be provided under this bill would first replace the student 
loan plans in the case of some provinces to which the bill is going to be appli- 
cable and because of the large total amount available compared to some of 
the individual student loan plans it would act as a supplement? a) 

Hon. Mr. BENSON: One could comment hypothetically on what the pro = 
inces might do, Senator McCutcheon. I think that probably—and this is merely 
a personal opinion—in some of the provinces you will find the funds they 
presently use for the student loans may be diverted into scholarships or to 
provide additional loans. We cannot tell what the provinces will do, but un- 
doubtedly some funds will go to replace some present student loan plans and 
to supplement others. a 

Senator McCutTcHEon: There is no safeguard in the bill to prevent tha M 

Hon. Mr. BENSON: No. - 

Senator McCuTcHEON: This is not something that is going to add to the 
global amount of funds available for students? a 

Hon. Mr. Benson: It will, because the amount of the allocation per prov- 
ince will be more than the existing sums. Rh 

Senator McCutcHeon: I did not state it correctly. It will not add a total 
of $40 million? iy 

Hon. Mr. Benson: Perhaps not. i 

Senator McCutcHron: Mr. Minister, I do not believe that the province will 
designate the Mayor of Yorkton to establish the ground rules, as they have been 
termed, but in section 2(b) you refer to an “appropriate authority,” and yet, 
as I recall your opening statement, you suggested, to take Ontario, there might 
be 16 registrars appointed. Is it competent under that section to appoint a num- 
ber of authorities? a 

Hon. Mr. BENSON: Yes, the appropriate authority may lay down the ground 
rules within which the registrars of the various universities would work. Some 
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vinces | have s Panag) boards. They may continue ti centralize 
at province and have the university loans fund handled through the 


oa. of the university. Each province could set up a student loan board 
d all loans could be funnelled chiianeai it or officers estan eye by it. 


| ee or authorities or one central authority. 


_ The CHAIRMAN: Senator McCutcheon, the Lieutenant Governor in Council 
appoints the appropriate authority. Then the appropriate authority may sur- 
ound himself with its many tools or instruments to work with as he wishes, and 
the registrar may be that instrument. 


Hon. Mr. BENSon: That is quite right. 


ae Senator McCuTcHEON: In the minister’s opening statement I got a different 
impression. 

You were asked who would pay the losses of the Province of Quebec 
assuming it opts out, and you said the Province of Quebec. Technically, that is 
BE peebly true. Actually, you agree to reimburse Quebec not only for the inter- 
€ est—and I just use Quebec as an example of a province opting out—but for the 
}\pi resumed loss calculated according to your formula? 


Hon. Mr. BENson: They would pay the loss, and I was technically correct 
in Bevis, but they would be reimbursed for the amount of interest cost and bad 
di ‘a losses based on the record of loan costs across all the rest of the provinces. 
Senator Hnatysuyn: In reality, the dominion Parliament will pay any 
lo: ose 

_ Hon. Mr. BENSON: Yes, provided the Province of Quebec ratio should work 
+ to be exactly the same as the rest of the provinces. If it was the same we 
W eid be paying. 


- Senator McCuTcHEon: If it is less than the rest they will make money on 
the deal? 


eo. Mr. BENSON: Yes. 


The CHarrMaN: Section 10 of the bill says that the appropriate suthotite 
issue or cause to be issued, so that is in line with the thinking we have 


Be enator BURCHILL: In the matter of the provincial loans, I was wondering 
Pi there be anything in the regulations to prevent a student getting a loan 
f TOr both the federal and provincial authorities? 


Be 


x Hon. Mr. Benson: I presume the designated authority of the province 
ae 1d prevent this, unless it was intentional. I think the designated authority 
W a province would look after this. 


Senator FLynn: Mr. Minister, you have mentioned there are loan systems | 

& the provinces except Newfoundland. Outside Newfoundland how would 

define the area of need above the present loan system, because I do not 
nk the intention of the law is to replace the presently existing system. 


¢ 


Hon. Mr. Benson: This is correct. The funds within the provinces—and it 
ies from province to province—that have been available for loans are lim- 
ed within the provinces as they presently exist, and in some cases they are 
ed. into their scholarship program as well. We believe—and this is after con- 
tations with the provinces—that there is need beyond the present loans that | 
eing made in the provinces across Canada—more in some provinces than — 
thers. This is the purpose of this legislation, to make an equal OpROveun a, 


ay 


nS at least, available across the whole country. 


oan board. I was simply indicating it might happen that they designate © 
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Senator FLYNN: Could you illustrate, for instance, the position of a student 
in Ontario and one in a province—outside Newfoundland where there are none 
—let us say where the system is less adequate? ‘ 

Hon. Mr. BENSON: In the Province of Ontario there are presently, I ar n. 
informed, $3 million or $4 million available for loans and bursaries annually. 
Under this legislation we will be making available for loans in the Province o f 
Ontario $13 million in the first year. FD 

Senator FLynN: Can a student get a thousand a year or less? What is 
the amount? 

Hon. Mr. Benson: It is presently $400 or $500 in the Province of Ontario. 


Senator FLYNN: Four hundred or $500? 
Hon. Mr. BENSON: Yes. 
Senator FLYNN: And other provinces, have you any amount for them? 


Hon. Mr. Benson: They are about the same, I am informed, but unfortu- 
nately I do not have the specific information for the other provinces. 


Senator FLYNN: Outside Newfoundland? | 
Hon. Mr. BENSON: Yes. 4 


Senator LEONARD: May I ask the minister whether he has any information 
or even an estimate of how far the student enrolment this fall at the universities 
throughout Canada might be increased beyond what otherwise would have 
been anticipated, by reason of these loans? 


Hon. Mr. Benson: I really could not answer this, senator. I think some of 
the students who will get a loan from this loans fund would have gone to 
university in any case. One of the governing factors in universities is the plan 
they have available to existing students. It is our sincere hope and I think this 
will undoubtedly provide the opportunity to any boy or girl who has the 
ability to get into university to go to university regardless of his economic 
background. 

Senator LEONARD: But you have no information as to how far it may 
increase the number of enrolments? 

Hon. Mr. Benson: No, we have not. This would be very difficult to estimate, 

Senator CROLL: I know little about the Ontario plan, but as I understand it 
last year in Ontario there were 6,600 student loans of $500 each, making a 
total of approximately $3 million. You say that will increase? 

The CHAIRMAN: That much will be available. a 

Senator CroLu: That much will be available, but you don’t know how 
much will be used. You see the point that is troubling me is how many of ie 
provinces have similar plans with limits of up to $500, and also have you any 
idea how many loans they made? 

Hon. Mr. Benson: All except Newfoundland, but in some cases the amount 
is less. 


Senator CroLu: Less than $500? 
Hon. Mr. BENSON: Yes. 


Senator CROLL: In Ontario there is a four-year plan rather than five years. | 
You said $1,000 a year. If a student requires $500 in the fourth year and $1, 200 
in the last year, is there anything for him? 

Hon. Mr. Benson: He could not go beyond the $1,000 a year, but he does 
not have to go to the $1,000. I would think in such circumstances if a student 
foresaw this he would borrow the $1,000 and keep the $400 in the bank ic 
the next year. 


sc me ies Senn ; 
e CHAIRMAN: Go ahead, 


ee GrosarT: First of all, I am all in favour of student loans and the 
‘al principles under which they are to be made available in this bill. I am, 
ywever, concerned about the lack of uniformity in provincial standards, and 
possible unfairness that may develop. I should like to ask this question; 
there be any attempt made by the Government or the department in the 
ulations or otherwise to bring about some degree of uniformity in what 
have been called the ground rules in the provinces? 

_ Hon. Mr. Benson: It is not the intention of this legislation. 

_ Senator McCurcuEon: That could be dangerous. 


Hon. Mr. BENson: I think it would be dangerous to interfere with the 
1 tandards of education in the provinces and the standards set up for entering 
un ee eities and other institutions. I think that would be a dangerous thing to do. 
- Senator Grosart: I appreciate the constitutional problem but is there not 
likelihood of getting very great disparity in regard to educational opportunity 
Bom province to province? 
Hon. Mr. Benson: I think when you have the quota limit within the 
= ovince that this will to a great extent limit the generosity, and I would like 
think or at least I would like not to admit that the educational standards 
a oss Canada and the academic standards are that different or that the 
pe ople who are going to be appointed by the Lieutenant Governor in Council 
gould not be responsible in this regard. 
_ Senator Grosart: With respect I would suggest the educational standards 
in Peeard to post-secondary school education vary very greatly from province 
to province. 
‘The CHAIRMAN: Nevertheless in each province they have standards of 
ae ission and standards for advancement. 
a Senator Grosart: In universities, yes, but in other institutions that may 
not apply. 

_ Hon. Mr. Benson: This is probably true. There are differences in other 
pes of training beyond secondary school level, other than universities, and 
€ may be variation in standards. But the standard in this regard will be 
ees amount of money the provinces will have available as a quota. 
_ Senator Grosart: Do you believe that in the general working of the plan, 
e quota, in effect, will limit the eligible institutions to universities? 

: Hon. Mr. Benson: This depends upon the provincial authorities. They 
hay e to decide what institutions they designate. 

_ Senator SmitH (Queens-Shelburne): I would like to ask the minister if 
be can give us some information regarding the total loans and bursaries in 
ario and if the $4 million under this scheme could be enlarged to $13 
lion. Do you have any information on any of the other provinces? 
Hon. Mr. Benson: I don’t have it at hand, but I am given to understand 
hat in none of the provinces, outside of Quebec, is it as high as in Ontario. I 
entioned the $4 million figure, but this would not necessarily become $13 
ns mil lion because presumably the province would continue its bursaries program 
so the $4 million could be increased to $14 million or $15 million. 


_ Senator SmiTrH (Queens-Shelburne): To arrive at a judgment as to the 
xximum amount of loans under this new scheme, is it possible for you or 
of your assistants to give a breakdown of the $40 million with regard to 
ent population? 
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Hon. Mr. BENSON: I can an that on the ace Of 1963 records. | 2 EN 
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$40 million 


Senator SMITH (Queens-Shelburne): I think it will be useful to have 
these figures on the record. I have one further question. What is the position 


of a graduate in medicine who desires to intern in a teaching hospital in order 


to specialize in some particular branch of medicine? Would they be considered 
under this scheme It is not a question of his being a student directly, since he 
would receive no further degree from the university, but he is headir 8 
towards a fellowship in medicine. I ask this because I have had several in 
quiries in that field. 

Hon. Mr. Benson: If he were continuing his education with an attace 
ment to a university—there would have to be some attachment to an insti- - 
tution designated in the province. | 

Senator SmiItH (Queens-Shelburne): A teaching hospital. aM 


Hon. Mr. Benson: In the year when a doctor interns he is usually a 
student of a university although he goes to the hospital to intern. He would 
be able to use the student loan fund under such circumstances up to the $5, 000 
limit. a 

Senator SmITH (Queens-Shelburne): Whether or not that particular cate- 
gory of person can be got into this field would be the determination of the 
local authority in that particular province? oy 


te: 


Hon. Mr. BENSON: Yes. fi 
Senator SMITH (Queens-Shelburne): They might include it or exclacem it. 


Hon. Mr. Benson: There might be some doubt as to whether a doctor 
would be a full-time student. I believe we are going to have to live with this 
bill for a few years to get to know some of the difficulties and the various 
situations which will arise. No doubt it will be discussed at future federal- 
provincial conferences where they will discuss and consider any difficulties 
that may arise. uA 

Senator SMITH (Queens-Shelburne): Now a final question relating to 
the eligibility of students. During the discussions held with the provinces, was 
any general opinion expressed and agreed on as to what this needs test would 
be? You mentioned a little while ago that possibly the registrar of a uni- 
versity would be the authority in this connection. I cannot follow that throu 
because I cannot see how he would go into, for example, my town in Nov a 
Scotia and determine whether student A is really the one in need of assistanc € 


Hon. Mr. BENson: Under present student loan schemes which apply in all 
the provinces except Newfoundland there are methods for determining ne 
needs for the loans. Presumably in the various provinces they will continue 
this system and perhaps refine it as experience indicates they should. 


ye 
ots 


rds of. education are different in different provinces. They are also 
t in different areas of the same province. I am thinking of boys and 


f from country schools who have a very poor chance of passing the 
triculation examinations or meeting the other entrance requirements of 
niversities. I was hoping that these regulations would prescribe the form 
f certificate of eligibility. 

new y experience has been that sometimes boys who just manage to get 
into college by the skin of their teeth make the best students after they have 
there for a while and have received the same opportunities as other 
dents. I was hoping that this form of eligibility certificate would not be 
h that it would set a very high standard for those particular boys and 
s who do not have the same opportunities of entering university as those 
dents from schools in the cities. I must say, of course, that the school 
system is much better now because there are regional high schools. 

Hon. Mr. BENSON: Senator, the form of the certificate will in no way 
govern the minimum standards that are set up within a province with respect 
judging whether the students are at the post-secondary school level. This 


need 


a ntirely up to the authority designated by the province. 

Senator BrRooKs: Then, the thought occurred to me that surely the Boards of 
“ducation, or some other organizations connected with them, should have 
something to say about this because they know what the standards are in 
every section of every province. 

it Hon. Mr. BENSON: I am informed that the Department of Education is al- 
most always represented on the student loan boards within the province. 

_ Senator Brooks: Yes, I think that would be very desirable. I just wanted 
(Oo make sure that those boys and girls have the same opportunities as others. 
___Senator Fercusson: My question is on the same point that Senator 
smith raised. Perhaps it has been answered, but I would like to pursue it a 
_ little further. In describing a student the bill does not mention any age. How 

young does a student have to be? 

_ Hon. Mr. BENSON: As young as he is when he reaches the post-secondary 
level, or as old. 

_ Senator FERGUSSON: Up to what age will you take them? 

_ Hon. Mr. BENson: There is no age limit. If someone at the age of 50 years 
lecided he wanted to go to university, and he were judged to be at the post- 
ondary school level, and he was qualified within the province, then he 
uld be eligible. 

‘Senator FERGUSSON: What do you mean by post-secondary school edu- 
on? Do you mean the education that immediately follows the secondary 
001 education? Can some one who has an arts degree—perhaps a teacher who 
its to be a doctor or a lawyer—and who has already received the immediate 
: t-secondary school education, be eligible for such a loan? 


). 


00. 

iy Senator FERGUSSON: Much has been made of the heavy debt that a person 
O uld e burdened with after having obtained a loan. Am I correct in my 
iderstanding that the education authorities think the average loan would 
out $500 a year? 

ton. Mr. BENSON: This is an estimate. 


¥ 
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Hon. Mr. BENSON: Yes, he would be, provided he has not used up his — 


Senator FERGUSSON: And do you say that when it is amortized a student _ 
a faced immediately with repaying $5,000—of course, it may be $10,000 
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if he is fortunate enough, or unfortunate enough, to get married. Can you 
us what would be the annual payment if a person took the maximum? When 
it is amortized how much would he be faced with paying? ie 
Hon. Mr. Benson: I am told that $1,000 over ten years works out at 
$10.98 per month. If a student had borrowed the full $5,000 he might find 
he had to pay $55 a month over a ten-year period. ag 
Senator FERGUSSON: But the average would take about half of that? q 
Hon. Mr. BENSON: Yes, because the students will still try to work in the 
summers. They will not borrow more money than they find necessary. 4 
Senator McCuTCcHEON: What is the rate of interest? 
Hon. Mr. Benson: Five and three-quarter per cent was used in the amor 
zation I have mentioned. ] 
Senator HUGESSEN: I suppose there is nothing in this legislation which — 
would prevent the appropriate authority designated by the Lieutenant Gov- 
ernor in Council to administer the loans in a particular province from follow- 
ing out the educational policy of the province itself? I am thinking, for instance, 
of a case where the Province of Manitoba, for example, decides that it suffers 
from a great shortage of doctors and it wants to give first priority to those 
who wish to take a medical course. There is nothing to prevent that? 
Hon. Mr. Benson: A province can certainly do that. 
Senator HuUGESSEN: In other words, you are leaving the provinces com= 
pletely free as to how the educational facilities are allocated? 4 
Hon. Mr. BENSON: Yes, that is right. It is not the intention to interfere 
with education in the province. ‘ 
Senator PEARSON: Did the provinces ask for this legislation? . 
Hon. Mr. Benson: I do not think it is necessarily the case that they asked 
for the legislation. The Government had undertaken to provide a student loan 
fund. The matter was thoroughly discussed with the provinces. The legislation 
that is now before the Senate is the legislation that was decided upon after 
consultation with the provinces, and comes from the ideas expressed in the 
federal-provincial conference. E 
Senator PEARSON: I think this question was answered, but I am not sure. 
Will the Canada Student Loans Act allow students to apply to a university in 
another province if they cannot get into a university in their own province? 
Hon. Mr. BENSon: Yes, if the province concerned says that this is the case. 
Senator MoLson: Mr. Benson, can you tell us what the order of the sums 
that have been advanced to the Province of Quebec is as compared with the 
figures we have for the other provinces? q 
Hon. Mr. BENSON: They presently have a loan and bursary program 
amounting to between $13 million and $15 million annually. Quebec has go ne 
further than the other provinces. — 
Senator MoLson: That is the present performance? : 
Hon. Mr. BENSON: Yes, they are much ahead of the other provinces in 
this matter. 4 
Senator GouIN: With respect to Quebec can the minister explain para 
graph (j) of section 13? In the other provinces there will be a subrogation 
Her Majesty to the rights of a bank with respect to a guaranteed student loa 
I know that in Quebec this would not apply because many loans are not made 
by the banks or any other organization within the meaning of section 2 (ch 
Hon. Mr. Benson: I am told that this would not apply in the Province 
of Quebec. It could not apply. a 
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me Senator GouIN: In the University of Montreal we have what is called a 
ents’ Loan Board which makes what we call a prét d’honneur. Again, I 
ot think this could apply, because that is not made by a credit union or 
er co-operative credit society, or a bank. Every year there is a campaign, 
and money is donated so that the organization in question has funds avail- 
able with which to make loans to students. 
- Hon. Mr. Benson: This would not apply. First of all, I would say it will 
not apply in the Province of Quebec in any case because Quebec has indicated 
i it will continue with its own scheme, and, secondly, this will not affect any 
_ private scheme of raising money, or the rights of any organization to provide 


scholarships and loans. 
The CuarrMan: Senator Crerar, I think you had a question. 


Senator CrERAR: Yes, I have two questions, and perhaps three, to ask. 
The CHAIRMAN: I was not limiting you. 


sf a Senator CRERAR: Has any study been made of the possible effects the 
introduction of this new policy may have on increasing the student body of 
universities? 

Hon. Mr. Benson: This question was raised earlier— 

a Senator CRERAR: Yes, by Senator Leonard. 


__ Hon. Mr. Benson: I am not sure who it was, but it is very difficult, sena- 
tor, to judge the exact effect of this on the number of students going to uni- 
versities. Many students who will take these loans would have gone to uni- 
versity anyway. In addition, the physical plant of the universities in some way 
limits the number of people that can attend. I can recall from the days I was 
a student that I had to go out and work at night in order to be able to go to the 
university. These loans will mean that a student will not have to go out and 
work at night and he can spend that time working on his courses. I think it 
will help the students in their academic studies because many students are 
presently hampered by having to engage in part-time work while at university. 
_ Senator McCurcHeon: Did that hurt you? 

_ Hon. Mr. Benson: I think it hurt my academic standards. 


___ Senator CrErRArR: It is like shooting in the dark. No study has been made of 
that aspect of it? 

¥ _ Hon. Mr. Benson: No. 

Senator Crerar: Has any attempt been made to estimate the total amount 


money that would be involved in this, that would be outstanding say at the 
d of five or ten years? 


ie Hon. Mr. Benson: Yes. The estimated maximum amount outstanding at 

e end of the first year would be $40 million under this statute, but probably 

will not go as high as that. 

a Senator CRERAR: You do not need to give it by years. Obviously during the 

first five years from the commencement of the operation, very few loans will 
fave been repaid. What will it be at the end of five years? 

es Hon. Mr. BENson: At the end of five years, assuming Quebec were in, the 


i 


estimated total amount outstanding would be $211 million, At the end of 10 
: years it would be $359 million. Then there is a jump to 20 years, and this is 
: ery far off; it is estimated it would be $456 million. If Quebec were not in, 


this would be reduced by about one-third. 
Senator CRERAR: I have just one more question and then I promise you I 
not open my mouth again. 
Sthe CHAmMAN: Never make a rash promise like that. 
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Senator CRERAR: There is something in that. Let us suppose th 
objective of a student going through university is to study medicine. Fir 
gets his bachelor of arts degree and then he proceeds to study medicine, w 
is a six or seven-year course, as I understand it. Will the loans be availé 
for him for his medical course? a 

Hon. Mr. Benson: Yes, they would be, providing he had not used 
his $5,000. If he had used up the $5,000, then under this proposed legislat 
beyond this he could not borrow money. Suppose he graduated with his bach 
of arts degree this year and decided to attend law school next year. He wo 
be able to start borrowing $1,000 a year up to the maximum of $5,000. | 

Senator IRVINE: I am led to believe that in many of our provinces wher 
they have bursaries and scholarships there are many which are never used. 
should that be? 

Hon. Mr. Benson: In this regard I can only speak from my own university 
experience as I have not been involved in any study on this point. I fo 
that many students did not know. of the scholarships and bursaries that 
available. It is a matter of education within the secondary schools, to inform 
the students of the aid that is available at university level. 8 : 

Senator IRVINE: Do you think they will even know about this $1,000 a 


*) 


year? 
Hon. Mr. Benson: I would believe, after the publicity which has been given 
to this, and which should be given continuously, they will know about it. a 
Senator CROLL: You think they read Hansard, do you? e. 
Hon. Mr. Benson: I might point out that one of the great advantages 
of having this administered by the banks is that the banks will be dealing 
their customers who are the parents of children going to school and can indic 
that these advantages are available, because it is good business for them to 
loan under these conditions. a 
Senator LEONARD: My understanding of the bill is that a specified educa- 
tional institution designated by the Lieutenant Governor in Council of the 
province may not only be an institution in Canada outside that province but 
may also be an institution outside of Canada? 4 


Hon. Mr. BENSon: That is right. 

Senator LEONARD: If that is the case, it should go on the record. 

Hon. Mr. Benson: This is the case, if the province designates it. 

Senator CROLL: You have been speaking of universities but the section 
speaks of a post-secondary school level. As a matter of fact, are not trac 
schools eligible? s 

Hon. Mr. BENSON: Of course they are, provided they are designated bj 
the province, and one would assume that such educational institutions as 


| 


Ryerson and the Eastern Ontario Institute of Technology would be included 


Senator CROLL: They are now. é 
Hon. Mr. BENSON: Yes, they are automatically, and presumably they would 
be designated under this scheme. 4 
Senator CROLL: Let me take a case of a young man who gets a loan of 
$1,000 and fails his year. Then he gets out on his own and makes the year. He 
then comes back. Is he reinstated as to his eligibility? ; 
Hon. Mr. Benson: He could come back, provided within the province the 
circumstances laid down are such that he has then a sufficient acade 1 
standard to get a loan. Supposing he had a loan in the first year and failed ti 
year. He would probably not be eligible within the province for the loan for 
second year, but if he goes back and gets his second year himself and then has 
a sufficient academic standard he can come back into our scheme. 
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‘AS N : Say th t Iam a student and I apply for a certificate of 


‘me to borrow $500. When I am half way through the year I find that 


‘Hon. Mr. Benson: They could increase it if they could persuade the author- 
ity that they need an increase up to $1,000. 


Bt enator ASELTINE: These certificates are not made out for the full $1,000? 
_ Hon. Mr. Benson: No, the certificate is made out at the time for the amount 


which the designated authority decides to grant. 

_ Senator AsELTINE: If I get a certificate to borrow $500 and find out when 
1 only half-way through the year that I have not enough, I have to apply 

of 

_ Hon. Mr. BENson: Yes. 

Senator GRosART: Would it be within the competence of the designated 


al thority within the province to declare that Grade 12 was the point of post- 
ondary education and that a student continuing in high school to take Grade 
3 would be eligible for these loans? 

Hon. Mr. Benson: I am not sure. 

_ Senator Grosart: Is there a prohibition of that in the bill? 

d _ Hon. Mr. BENSON: If he were taking Grade 13 at a university— 


_ Senator Grosart: If he were doing it at high school, is it within the com- 
petence of the province to declare that Grade 12 is the point where you reach 
post-secondary school education. 
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jucational institution means “an institution of learning, whether within or 
Outside a province, that offers courses at a post-secondary school level and that 
S designated by the Lieutenant Governor in Council of that province...” 
senator GrosarT: That is my precise point. Can the province designate 
rade 13 as the point, because it is in effect post-secondary education after 
rade 12? This is a very important point involving very many students. 

_ Hon. Mr. BENSON: May I consult with my legal adviser on this? I am 
informed that it would be possible for the province to designate such an insti- 
1 but in practice they probably would not do so, in that the student attend- 
econdary school is usually living at home, and the provinces—and here I 


we the 
_ Senator GROSART: I was very pleased with the first part of the answer but 
hot so much with the second, 

_ The Cuarrman: You have to take the bitter with the sweet. 


Senator Isnor: I am concerned with the student who graduated with a 
1ce degree last year, and then made application to a university to continue 
ludies in law or medicine, but because of heavy enrolment the univer- 
ooking at his past record, said they were unable to accept him. He then 


vinces and was accepted. What is his position? 
Hon. Mr. Benson: If the particular province in which he resides des- 


es the university in the other province, he would be permitted to make 
loan. 


n. Mr. BENson: I think there could be reciprocal arrangements between 
es, whereby they designate each other’s universities. 
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; d they investigate my financial standing and I get only a certificate 


_ Hon. Mr. Benson: If we look at (k) on page 2, it indicates that a specified | 


guessing what they would do—probably would not make loans available | 


application to a university in another province or in fact to two other | 


itor FLYNN: I would like the minister to put on record that this bill — 
the powers of the federal Government. Yesterday someone submitted , 
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“ment that this bill is constitutional? 


an argument, which worries me a little bit, that education is a problem o! 
national concern with which I would agree. However, that argument w 
infer that as soon as a subject-matter assigned to the provinces under the 
B.N.A. Act assumes national importance, it becomes automatically a fe 
matter. Would the minister agree to say what is the reasoning of the Govern- 


Hon. Mr. Benson: As the senator is well aware, there were warm discus: 
sions in this regard in the House of Commons, and the burden of the argument 
was to some extent carried by the Parliamentary Secretary to the Mini 
of Finance, who is a prominent solicitor, and is here with us now. I would 1 
him to answer this question. 4 

Mr. L. Pennell, Parliamentary Secretary to the Minister of Finance: May I say 
that we are satisfied that this is valid federal legislation, and could come 
under section 91(1) of the B.N.A. Act, which is a public debt section, which 
it could be argued, through default of some loans, that measures could be 
taken by the Government to protect revenue. Basically, we feel it is banki 
and that this is a bill to guarantee bank loans to students. We turned it inside 
out, and we are satisfied, with great respect, that it is valid banking legis 
lation under section 15 of the act. 4 

Senator FLYNN: If your argument is valid, then a legislature could not 
enact similar legislation, because it would be invading a field exclusively of 
federal jurisdiction. a 

Mr. PENNELL: Well, sir. I do not want to become involved in a legal ar- 
gsument, but I suppose every bill is of national concern, and whether we are 
interfering with that is another matter. However, we are satisfied that it Is 
valid legislation. . 

Senator FLYNN: If your argument is to be accepted, therefore similar 
provincial legislation is ultra vires. ‘ 

The CHAIRMAN: Senator Flynn, I think you are mixing up apples” 1n¢ 
oranges. If you have federal legislation in connection with guarantees 
loans and then the authority of the federal Government is that it can t 
proceedings in order to secure repayment of that money, I cannot concelvé 
of any provincial government passing laws to take such authority upon it elf 

Senator FLYNN: The witness said that the federal Parliament has jurisdic- 
tion over this matter of loans to students. Section 91 (15) of the B.N.A. Act says 
that banking is within the jurisdiction of the federal Parliament. I say that 
banking is an exclusive matter for the federal Parliament. Therefore, if 
have a provincial bill which guarantees loans made by banks to students, s 
legislation would be in a field which is exclusively that of the federal autho 
and therefore ultra vires. I would suggest that we should get a better answe 
than we already have. 3 

Hon. Mr. Benson: I do not think it would be proper for us, senator, to 
comment within this committee on hypothetical legislation of a province. 3 
think each piece of legislation must stand upon its own constitutionality. W 
maintain that this piece of legislation is within federal jursdiction. The house 
has so decided and that is why it has been referred to this committee. 

The CHAIRMAN: Senator Connolly? 


Senator CoNNOLLY (Ottawa West): Mr. Chairman, I think Senator Flyn 
point is a neat, arguable point; but he started out by talking about educa 
as a national problem, which I think it is. He suggests that since this 
national problem, therefore the federal Parliament has authority to legisl 
It seems to me that what you do in a case like this is to try to make the C0! 
stitution work. What you try to do is to bring your legislation within the a 0) 
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All ae The a seate legislation, however, may want to run a 

; - scheme, and probably to found it on something more allied to the field 
ed cation. I think this is what we all mean by making the Constitution work 
” stead of trying to pour ourselves into an 1867 straitjacket. 

Senator FLyNN: Of course, your argument is that you could amend the 

Con stitution by this legislation. 


_ Senator CONNOLLY (Ottawa West): No, I don’t think you have to. 


_ Senator CROLL: Mr. Pennell, is it not a fact that what the provinces do 
now in a way of students loans they do under their head of powers of 


a r. PENNELL: That is right, senator. The bill is so drafted that anything 
it says on education is left to the provinces, and the only function of the 
: as authority is the making of a loan’to the students, guaranteeing a 
loan. 


“Senate CONNOLLY (Ottawa West): In this case, a guarantee is given 
fo the bank. Now, the province probably could do it by guaranteeing the loan 
to 1 the student, but in the field of contract. This is an example of what I mean. 


_ Senator FLYNN: I was really hoping we would get another answer than 
one we had. I thought banking was the last argument in favour of this 
gislation, being within the jurisdiction of the federal Parliament. 


— CONNOLLY (Ottawa West): If you can think of a better argument, 
let us hear it. 

Mr. PENNELL: Perhaps it could come under the public debt section of the 
B.N.A Act. 

The CuarrMAN: You tried to answer me by section 15, Senator Flynn; so 
re ‘still have the apples and oranges. 


B senator HUGESSEN: Does Senator Flynn feel that this bill in itself is an 
interference with education? 

_ Senator FLYNN: I spoke yesterday, and I would refer honourable senators 
to my remarks yesterday, because I do not want to repeat that speech. 

The CHarrmMaAN: Senator Aseltine? 


Senator ASELTINE: Mr. Chairman, looking at section 15 of the bill, I have 
been considerably worried about the constitutionality of that section. I have 
ened to Senator Connolly and others on that, and it appears to me that it 
a interference with civil rights. However, I think it could be changed a 
e. I have been wondering if the Government in dealing with that section 
sidered the advisability in the case of a person under 21 years who signs 
ote, insisting on the parents of that child signing a joint and several prom- 
ry notes, instead of just a single note signed by an infant. 


rE on. Mr. BENSON: As a matter of fact, this was considered very carefully 
e Government, and there was a great deal of discussion on it. It was felt, 
ver, that it would hinder the whole operation of the legislation if we 
ed that the parents of children under 21 years of age had to guarantee 
ans. In some instances, parents are not inclined to want their children to 
university, even though the student wants to go on his own, and the par- 
might refuse to guarantee the loan. So we felt the loan should be made 
) the student, counting on his integrity to repay. I think that integrity is far 
important than the legal effects of section 15. 


Senaor ASELTINE: Then my suggestion has been fully considered? 
‘Hon. Mr. Benson: Absolutely, sir. 


wh “oe CHAIRMAN: Can we now deal with the bill section by section? 
bef 
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legislation? 


the details of this particular bill they did co-operate fully, and were very ha 


ful. However, there might be the odd student ce might use the money 


Baan to the B.N.A. Act? 
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Senator PouLioT: Did you say that no provincial government asked fo 


Hon. Mr. BENSON: The provincial governments did HOE formally ask fo 
this particular legislation. Many were very interested in it; and in working me 


about the ideas contained in this legislation. 
Senator Pouuiot: After the bill was out? 


Hon. Mr. Benson: No, before the bill was out we met with the’ provinces 
and considered the principles involved in this bill. 

Senator PouLiot: My question is: did the provinces ask for it? 

Hon. Mr. Benson: No, they didn’t. In my opinion, they did not ask for the 
bill but they attended a conference concerning the bill. They were very inter- 
ested in the idea. The conference was one concerning the ideas incorporated ir 
the bill, and during the conference most of them were very pleased that t 
federal Government was taking— 


Senator PouLioT: The ore idea was that the bill was not from the provin n- 
cial governments? ee 
Hon. Mr. Benson: No—from the federal, and it was one of the undertaia 
ings of this particular Government at the Tee election. i 


Senator PouLiot: And it was not from the universities either? 
Hon. Mr. BENSon: No. 


Senator PouLioT: Now, Mr. Benson, I have another question. I have seen 
in the press that the provincial governments have refused to render an account 
of the federal subsidies in matters of education. Are you familiar with that? 

Hon. Mr. Benson: No, I am not. i 


Senator PouLioT: Because I have seen in the press that the provinces hay ve 
met together and have refused to render an account of the way the federal 
grants for education were spent. ie 

Hon. Mr. Benson: I am not familiar with this, senator. " 

While I am speaking I would like to correct something I mentioned earlier 
I may have used the word “note’’. In this particular instance they are not n 


that are given to the bank but, rather, there is an agreement between the stu lent 
and the bank. } 


Senator PouxiorT: I think it occurred before you were sworn in as a cabine net 
minister. 
Senator CrRoLL: I wonder why the infant’s legality was not based on neces- 
sity, which is a liability, rather than going about it in a round about way. 
Mr. PENNELL: If this did come to a contest this would certainly be one . of 
the grounds on which the lender would rely and, we believe, could be success- 
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purposes other than education, and the court might hold in the cu cunnei 
it did not constitute a necessary within the meaning of the law, and we would 
have this other defence available. 


The CHAIRMAN: It could be justified as ancillary legislation. an 


Senator PoutiotT: Mr. Pennell, reverting to what you have said about the 
exclusive legislative powers, in your view are there any exclusive jurisdicti on: 


Mr. PENNELL: Are there any. 


Senator PouLioT: Are there any exclusive jurisdictions in virtue ‘of the 
B.N.A. Act? 


Mr. PENNELL: With great respect, senator, I am not prepared to come | 
and argue all the fields of the B.N.A. Act. 


0, but ity ot (ena the B. N. Pea re ena if sot ey pate san : 
on, Agi: it “not mentioned there the powers of exclusive 


11 ed “oa ‘would. hist intrude into the field of education. They looked at 
yi with care and precision, and in their humble and honest opinion it 


Bator PouLIoT: My question is, what is the use of celebrates the centen- 
f Confederation if you pay no attention to the B.N.A. Act? 


The CHARMAN: That is a very large question, and we cannot consider it 
within the scope of this bill. 


Senator Pounior: I am through. 

ay ‘the CHAIRMAN: Section 2, shall it carry? 
Hon. Senators: Carried. 

a he CHAIRMAN; Shall section 3 carry? 
re Hon . SENATORS: Carried. 

te tpi 1e CHAIRMAN: Shall section 4 carry? 
_ Hon. SENATORS: Carried. 

The CHAIRMAN: Shall section 5 carry? 
a lon. SENATORS: Carried. 

The CHarrRMAN: Shall section 6 carry? 
i Hon. Senators: Carried. 

_ The Cuarrman: Shall section 7 carry? 
Hon. SENATORS: Carried. 

Ar he CHAIRMAN: Shall section 8 carry? 


_ Senator Brooks: Mr. Chairman, I would like to ask a question on that. The 
il ents have 10 years in which to repay a loan after they graduate. Supposing 
make no attempt to pay in that time and they, say, pass away in their — 
th or ninth year and leave a considerable estate, has there ever been any 
sideration given to collecting the oustanding amount from the estate? 


pF on. Mr. Benson: The agreement would specify the terms of repayment. 
f the student does not live up to the terms of repayment the Government will 
collect at this point, or the bank acting as agent of the Government in 
egard. But if the student had started paying back his money and died after 
| years owing still, say, $2,000, this would be cancelled by this provision h 
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Hon. Mr. BENSON: Yes, in its entirety. 
_ Senator AsELTINE: I think they should collect from his estate, if he has 


ae e CHAIRMAN: Section 8, shall it carry? 

| Bion. SENATORS: Carried. 

( The CHAIRMAN: Section 9, carried? 

i Hon. SENATORS: Carried. 

fhe CHAIRMAN: Section 10? 

_ Hon. Senators: Carried. 

The CHarrman: Section 11? Pah so 

Hon. Senators: Carried. AME) 47 3! 
CHAIRMAN: Section 12? , 
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Senator McCurcHEon: I would like to ask the minister a question. 
been assumed by the Government, and stated by the Leader of the Governm 
in the Senate, that education is a matter of national concern. The Governme 
has adopted this method of assisting students and, at the same time, hopes it 
not intruded in an unconstitutional way into the field of educntion. I take 
is a matter of policy of this Government that whenever it deals with a m 
of national concern it will spell out provisions which will allow provinces to 
go their own way? . 

The CHAIRMAN: Wait a minute, that is a question of policy far ace thar in 
our consideration of this bill, senator. 

Senator McCutTcHEeon: Then, will the minister explain why he put sectitl 
12 in this bill? 

Hon. Mr. BENSON: Section 12 is put into this bill because the province of 
Quebec has indicated it will continue with its own program which is, they be- 
lieve, equivalent to the federal program that is being offered—and perha) S 
other provinces may do exactly the same thing. So, if the provinces, in their 
wisdom, decide they will carry on an equivalent program to the federal pro- 
gram, or carry on their own loan program—and there is no requirement even 
that it be the same as the federal Government’s program—then we will provide 
them with compensation. 


Senator McCutTcHEON: Let me put a hypothetical case. It has been inti- 
mated by the Minister of Finance—I think he gave figures as to the estimate 
outstanding—probably you will be loaning at a higher and higher rate as tir me 
goes on. When you reach the place where you are making available to the prov- 
ince of Quebec twice as much money as the province of Quebec is in fact lend. 
ing will you still operate under this provision? : 


Hon. Mr. BENSon: Really, senator, you do not give them the money that is 
being loaned; you are giving them the interest and losses. If this should happen 
in any province, that the amount of money which is being allocated in total 
and authorized by statute is greater than the proportionate amount being 
loaned in the province which is not using this particular legislation but is taking 
advantage of section 12, then they might get payments beyond the amount of 
interest and losses on the loans they have outstanding. A factor to be considered 
in this is, of course, that loans under this particular legislation will increase 
each year and, presumably, within a provincial scheme they will increase as 
well. Also the province probably will be borrowing its money at a slightly 
higher rate of interest than the federal Government, so probably for these 
provinces there would be a slight loss. 

Senator McCutTcHEon: The provinces make more on the pension fund. 1 
other words, there is no intention of forcing it on the provinces? 

The CHAIRMAN: No. 

Shall section 12 carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Section 13, regulations? 

Hon. SENATORS: Carried. 


Bes The CHAIRMAN: Section 14? 
ae Hon. SENATORS: Carried. 
ya, The CHAIRMAN: Section 15? 


Hon. SENATORS: Carried. 
The CHAIRMAN: Section 16? 
Hon. SENATORS: Carried. 
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The CHAIRMAN: 
Hon. SENATORS: 
The CHAIRMAN: 
Hon. SENATORS: 
The CHAIRMAN: 
Hon. SENATORS: 


The CHAIRMAN: 


Hon. SENATORS: 


BANKING AND COMMERCE 


Section 17? 


Carried. 

Section 18? 
Carried. 

Shall the title carry? 
Carried. 


Shall I report the bill without amendment? 


Carried. 


Whereupon the committee adjourned. 
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THE STANDING COMMITTEE 
ON 
BANKING AND COMMERCE 


The Honourable Salter A. Hayden, Chairman 


The Honourable Senators: 


Aseltine Gershaw Paterson 

Baird Gouin , Pearson 

Beaubien (Bedford) Hayden Pouliot 

Beaubien (Provencher) Hugessen Power 
Blois Irvine : Reid con! 
Bouffard » Isnor Robertson (Shelburne) - 
Burchill Kinley Roebuck " 
Choquette — Lambert Smith (Kamloops) | 
Cook Lang Taylor (Norfolk) 3% 
Crerar ©: Leonard Thorvaldson . 
Croll Macdonald (Brantford) Vaillancourt 

Davies McCutcheon Vien 

Dessureault McKeen Walker 

Farris : McLean White 

Fergusson Molson Willis 

Flynn Monette Woodrow—50. 

Gelinas O’Leary (Carleton) 


Ex officio members: Brooks; and Connolly (Ottawa West). 
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ORDER OF REFERENCE 


J Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
tober 14, 1964: 


_ “Pursuant to the Order of the Day, the Senate resumed the debate on the 
otion of the Honourable Senator Connolly, P.C., seconded by the Honourable 
ator Vaillancourt, for second reading of the Bill C-121, intituled: “An Act 


0 provide for extension of credit to farm machinery syndicates”, 


_ After debate, and— 
‘The question being put on the motion, it was— 
Resolved in the affirmative. 


The Bill was then read the second time. 


The Honourable Senator Connolly, P.C., moved, seconded by the Honour- 


tble Senator Vaillancourt, that the Bill be referred to the Standing Committee 
m Banking and Commerce. 


: Ihe question being put on the motion, it was— 
Resolved in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. 


Pie, 


MINUTES OF PROCEEDINGS 


THURSDAY, October 15th, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 9.30 a.m. 


Present: The Honourable Senators Hayden (Chairman), Aseltine, Brooks, 
Burchill, Choquette, Cook, Connolly (Ottawa West), Crerar, Fergusson, Ger- 
shaw, Isnor, Kinley, Lambert, Lang, Leonard, McLean, Pearson, Pouliot, Reid, 
Smith (Kamloops), Taylor (Norfolk), Thorvaldson and Woodrow.—(23). 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


On Motion of the Honourable Senator Farris it was RESOLVED that the 
Committee meet this day at 2.00 p.m. due to his unavailability later in the 
month on account of his prior commitments, in order to make his final sub- 
mission on Bill S-20. 


On Motion of the Honourable Senator Lambert it was RESOLVED to report 
recommending that authority be granted for the printing of 800 copies in 


English and 300 copies in French of the Committee’s proceedings on Bill 
C-121. 


Bill C-121, An Act to provide for the extension of credit to farm machinery 
syndicates, was read and considered. 


The following witnesses were heard: The Honourable Harry Hays, Minister 
of Agriculture. Mr. G. Owen, Chairman, Farm Credit Corporation. 


On Motion of the Honourable Senator Isnor it was RESOLVED to print 
as Appendix “A”, a copy of the Farm Machinery Syndicate Agreement to the 
_ proceedings of this day. 

On Motion of the Honourable Senator Pearson it was RESOLVED to print 
as Appendix “B”, a copy of the chart showing the investment in Land, 
_ Machinery and Livestock (DBS), to the proceedings of this day. 


| On motion of the Honourable Senator Leonard it was RESOLVED to report 
_ the said Bill without amendment. 

At 10.40 a.m. the Committee adjourned until 2.00 p.m. this day. 

Attest. 


F. A. Jackson, 
Clerk of the Committee. 
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Sc 


. 
iy | 


*, 


THURSDAY, October 15th, 1964. 


The Standing Committee on Banking and Commerce to which was referred 
the E C-121, intituled: “An Act to provide for the extension of credit to 
rm “machinery syndicates”, have in obedience to the order of reference of 
| ctober 14th, 1964, examined the said Bill and now reports the same without 
Be rendment. 


All which is respectfully submitted. 
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SALTER A. HAYDEN, 
Chairman. 
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THE SENATE 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 
EVIDENCE 


Ottawa, Thursday, October 15, 1964. 


The Standing Committee on Banking and Commerce, to which was 
referred Bill C-121, to provide for the extension of credit to farm machinery 
_ syndicates, met this day at 9.30 a.m. 

Senator SALTER A. HAYDEN (Chairman), in the Chair. 


/ The committee agreed that a verbatim report be made of the 
. committee’s proceedings on the bill. 


The committee agreed to report recommending authority be granted 
for the printing of 800 copies in English and 300 copies in French of 
the committee’s proceedings on the bill. 


| The CHAIRMAN: Senators, I call the meeting to order. We have before us 
for consideration this morning Bill C-121, to provide for the extension of 
credit to farm machinery syndicates. 


) Senator CONNOLLY (Ottawa West): Before you begin, Mr. Chairman, may 
I say that I think this is the first appearance before this committee of the 
gentleman from Alberta. As a colleague of his in the Government I want 
to say how pleased we are to see him, and any other minister of the Govern- 
ment, come before this committee to speak to legislation that he is sponsoring 
in the other place. I might tell him that we are very efficient, and we give 
legislation a closer scrutiny than it receives in the other place. 

The CHAIRMAN: I think we should follow our usual practice and ask the 
‘Minister if he has a statement he would like to make. 


| Honourable Harry Hays, Minister of Agriculture: Honourable senators, I do 
not think I have anything to say by way of a preliminary statement. I have 
been speaking on this bill for a long time and on many different occasions, 
and I am quite prepared to answer any questions with respect to it. In my 
Opinion it is a good bill. It is something that the farmers need. I believe that 
it gives the small farmer an opportunity to produce as economically as the 
large farmer. Inasmuch as 25 per cent of all the farmers in Canada produce 
‘75 per cent of all the agricultural produce, I think this is something for the 
family farm that has long been needed. It will do a good job. 
The CHarrmaN: Are there any questions? 


Senator BRooKs: May I ask the minister if this has been tried out in any 
country other than Great Britain. I notice that in his speech he said it had 
een tried out in Great Britain, but has it been tried out in any other country? 


__Hon. Mr. Hays: Yes. I have discussed this with the Minister of Agriculture 
im France, M. Pisani. They are thinking of doing something along the same 
ines, although at the moment they have only experimented with pilot projects. 
There have been syndicates or co-operatives tried in other countries, but the 
One that we thought would be of the most assistance to us is the machinery 
yndicate legislation of Great Britain. That legislation was sponsored by the 
arm unions or the farm co-operatives, and that is where we thought we 
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would receive the best advice with respect to putting this bill together. We 
think that we have made some improvements. One of my reasons for saying 
that is that Canadians are able to borrow money more cheaply than are the 
people of Britain. Britain’s interest rates are higher than ours. “ 

Senator Brooks: For how many years has it been in operation in Britain? 

Hon. Mr. Hays: I could not give you the exact length of time, but I think 
it was started back in 1952. i 


Mr. G. Owen, Chairman, Farm Credit Corporation: In 1955. 
Hon. Mr. Hays: Yes, and in 1955 they were able to put it together, and 
it has been found to be very useful. ; 
Senator Brooks: And there are 600 syndicates? ae 
Hon. Mr. Hays: Yes. The number has doubled in the last year. Ny 
Senator Brooks: What would be the average number in a syndicate in 
Great Britain? ay 
Hon. Mr. Hays: Mr. Owen can tell us about that. i 
Mr. Owen: It varies greatly. It started off as a pilot project in 1955 with 
only two syndicates to see how it would work. By 1962 there were about 290 
syndicates, in 1963 there were 341, and at the present time they have about 
600 because they have grown out of the pilot project stage and gone into 
fuller use. The number of members in the syndicates varies greatly. I would 
say that the average number would be about 5 or 6, although they have 
several syndicates of 14 or 15 members which have been set up to buy such 
items as grain drying equipment. “ 
Senator Brooks: To have an effective syndicate you should not have 
more than half a dozen members. ‘ 
Mr. OWEN: Some of them have 14 or 15 members. LM 
Senator PEARSON: Are there any persons outside the co-operatives who | 
are in these syndicates? BP 
Mr. Owen: Yes, these are individual groups. The Farmers’ Union in a 
particular county acts as supervisor. The terms and conditions of the agree- 
ments are approved by the county organization, and then they are passed on 
to the bank that advances the money. a 
Senator REID: What happens if a member of a group refuses to pay his 
sa and wants nothing more to do with it? What action can be taken against 
im? We 
Mr. Owen: Are you referring to the legislation they have in Great Britain, 
or to this bill? 
Senator CONNOLLY (Ottawa West): Do you mean under this legislation, 
Senator? 
Senator REID: Yes. 
Senator Brooks: I wonder if I might just finish with another question. 
Hon. Mr. Hays: May I conclude this? In connection with the number in 
a group of people who might see fit to purchase machinery under this legisla- 
tion T can readily see 20 people using these facilities for the purpose of buying 
levelling equipment, ditching equipment and feed mixing equipment. In such 
a case 20 farmers could participate in the purchase of a machine that costs 
in the neighbourhood of $22,000. I am thinking of a machine that could be 
rolled into a dairy farm to mix the farmer’s grain and put it into pellet form. 
If it travels 20 days in a month then it could service 20 farmers per month. 
Senator Brooks: I should like to get the proportion of farmers in Great 
Britain who are taking advantage of similar legislation to this. Can you tell 
us how many farmers there are in Great Britain? Me 
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Mr. Owen: About 300,000. 
Senator Brooks: How many are in syndicates? 


Mr. OWEN: I have not the figure, but I would estimate from the numbers 
in the syndicates and the number of syndicates that there would be in the 
-neighbourhood of 3,000. 

| Senator Brooks: That is one per cent. 


Mr. OWEN: This started out from the farmers themselves. It operated as 
a pilot project for years before many people really knew it was going on. 


| The CHAIRMAN: Senator Reid, do you want an answer to your question? 


You were asking as to the machinery for enforcing payment if somebody 
wants to step out of the syndicate. 


Senator REIp: Yes. Suppose some trouble starts in a group and one member 
| of the group wants to get out? 


Hon. Mr. Hays: Of course, this will be covered by the regulations, and 


the agreement that the participants in the syndicate are parties to. I think in 
| the case of death— 


| Senator RriIp: Can the remaining members of the group take action 
against that one individual? 
\ 


| The CHAIRMAN: Yes, he signs a joint agreement. 


Senator Rerp: Supposing he starts out with the group and then does not 
‘want to proceed? 


Hon. Mr. Hays: Inasmuch as they are jointly and severally responsible I 
Suppose the other two or three would see what they could do towards buying 
him out, or they would endeavour to get somebody else to come in and buy 
‘him out. He may have to get out because he is bankrupt, and that is a situation 
that will have to be taken care of in the original agreement. We are in the 
process now of drafting a great many different agreements that might be used 
by different groups of farmers. What may be good for Ontario may not be of 
any use in Saskatchewan, for example. I think all this can be covered by the 
Tegulations. 

The CHAIRMAN: Senator Crerar? 


Senator CrERAR: I want to ask Mr. Hays what is the genesis of this bill? 
Where did the requests for it arise? Who initiated it? Was this initiated by 
ye department itself, or were there requests received from outside? 


| Hon. Mr. Hays: I suppose I am responsible for initiating it. It seemed to 
me that a young and vigorous country like Canada should be looking at all 
those things that are working well in other countries. There is no reason in 
the world why a young country like Canada should not have the best agricul- 
tural legislation in the world. We should be keeping our eyes open so far as 
this is concerned. The farmers do not have an opportunity to travel and see 
these new programs. I believe a question was asked earlier about this. I 
think there was only 1 per cent when we first started the Farm Credit 
~orporation, which was established under an excellent act. Very few people 
saw fit to use it. This year we sent a letter to every farmer in Canada and 
che increase was 23 per cent. Shortly after the letter was received by the 
“armers, they were lining up ten deep at all our offices, seeking information 
about the Farm Credit Corporation. It is a matter of education, in this sort 
of thing. Surely it should in so many instances cut the cost of a man’s capital 
‘vestment to a third, when you relate this to the time in which he uses a 
Jarticular machine which can be used by groups of farmers. 


_ Senator Crerar: I understand that. I am in sympathy with the purpose of 
‘he legislation, Mr. Hays. As a matter of fact, from my own personal observa- 
ion many farmers have voluntarily attempted something of this kind. These 


. >: 
, ae 
< i 
i 
ry 
are, 
4 be 


12 STANDING COMMITTEE i 


men come in together among themselves and become jointly liable for a — 
machine. One fellow will say “I will buy a corn binder if you will buy a 
corn planter, and we can exchange them for work purposes.’ This is an 
admirable thing. I have a few more questions. Are there any countries where 
this has worked out, to your personal knowledge, Mr. Hays? i 


Hon. Mr. Hays: In Great Britain the farm syndicates are now very | 
successful, although they are small. 


Senator CRERAR: That was a case where it was orn paratively small 
holdings, with a small acreage. 


Mr. OWEN: I may say that the bulk of the syndicate members in eee 
and Scotland are on farms between 100 and 500 acres per farm. 


Senator CRERAR: Getting down to a practical illustration, there are four — 
or five farmers in the community who say ‘‘We need a machine which we 
use only perhaps for one week in a year, we will join together and purchase 
this machine and take advantage of this legislation.” The first thing they have © 
to do is sign a joint and several note, under which they are each liable for 
the whole machine. What happens if one fellow defaults and says he is sorry © 
he cannot find the cash to pay. The other four have to pay up? : 


Hon. Mr. Hays: Yes. This would be so, but of course they would have ~ 
an opportunity of finding another partner. Also in these syndicates, in relation 
to this, one must admit—knowing the farmers as we do—that there are some 
neighbours one may not want in this, but who will readily lease this equip- — 
ment. One man may want a machine for 500 acres and another for only 200 
acres. There is a sort of agreement that says that at the end of the year, if — 
it has cost $3.50 per acre to use the combine, the man who used it for 500. 
acres will pay $3.50 multiplied by 500 while the man who used it for 200 
acres will pay $3.50 multiplied by 200 and so on. | 

Senator CRERAR: They have to make that arrangement among themselves? — 

Hon. Mr. Hays: Yes. There is a lot-of flexibility in this, so that the’ 
farmers can make agreements among themselves, later to be approved by 
the Farm Credit Corporation. 

Senator CRERAR: I have some practical knowledge of the psychology of the 
farmers, as you have also, Mr. Hays. Three brothers farming near one another © 
may buy a machine of this kind which will serve them all. However, though 
I may be wrong, it seems to me pretty difficult to get farmers in any com- 
munity to make themselves jointly and severally liable for a purchase, if one 
has 300 acres and another is farming only 100 acres. Do you have some 
adjustment of that point? 

There is one other question—is the administration of this act being put 
under the Farm Credit Corporation? 


Hon. Mr. HAys: Yes. 


Senator CRERAR: As a matter of curiosity, why was there not a simple 
amendment to the Farm Credit Corporation Act, instead of setting up a 
whole new elaborate lot of machinery? 

Hon. Mr. Hays: You mean the Farm Improvement Loan Act? 


Senator CRERAR: No. Under the Farm Credit Corporation Act. You have 
an act on the statute book now that gives long-term credit to farmers. 


Hon. Mr. Hays: In the initial stages we thought about putting it in under 
all kinds of acts, the Farm Improvement Loan Act, and so on. 


Senator CRERAR: The Farm Improvement Loan Act is for a different 
thing, that is for a fellow putting in electric lights, water service or something 
like that. That was what was described, when we put it through Parliament, as an 
intermediate type of credit for these purposes. In addition to that you have 
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the Farm Credit Corporation Act, which gives long-time credit. What struck 


me, when I read this biil, was why there was not a simple amendment put 


through to provide for this syndicate business. 
Hon. Mr. Hays: I will let Mr. Owen answer this. The officials thought 


that this was the best way to handle it. 


Mr. OWEN: The reason is that in the Farm Credit Act, all the provisions, 
the financial arrangements, the definitions etc. are designed for a long-term 


_ mortgage credit program. This is really an intermediate term program, and 


— 


it is not dealing with individuals. It has many basic differences from the 
credit provided under the Farm Credit Act. Under the Farm Credit Act, for 
example, every borrower’s principal occupation must be farming, whereas 
in this we would allow people who are engaged in farming but may have 
some other occupation. There are several differences of this nature. There is 


another vital reason. Money borrowed by the corporation for the Farm 


Credit Act is borrowed on a long-term basis, up to 20 years and it costs 
more than money borrowed for five years, which we will require under this 
act. 

Most of the administrative requirements and arrangements and the capital 
requirements are different. Therefore it was felt that it would be more 
effective and more clear if this were set up as a separate act, with separate 
provisions, but administered by the corporation with an administration which 
had already been established across the country. 


Senator CRERAR: The difference strikes me as a difference in detail, not 
in principle. You propose to administer this act by the Farm Credit Corporation, 
which is administering the other act I am speaking about. I daresay, Mr. Chair- 
man, I am away behind the times in modern legislation and I look at it from 
a rather different angle. 


The CHAIRMAN: We have an explanation as to why it was done. 


Senator CRERAR: This may make some work for the lawyers in the future, 
I would not doubt. 


Senator ASELTINE: They likely will have a standard agreement. 


Senator CRERAR: That is a detail. As a general principle, it is important 
to keep legislation as simple and as understandable as possible. All our laws 
should be based on that principle and it seems to me this violates that, by 
setting up this and making a great palaver and setting up this new piece 
of legislation, where the same results could have been secured by a simple 
amendment of an existing act. However it is there. I have just one more 
question and I shall not speak again. 


My general view of this legislation is this. I would not be surprised if 
no wide advantage is taken of it by farmers. I know the difficulty in getting 
even good neighbours to pledge themselves jointly for something they may 
be interested in. There is a psychological factor there which you will find 


it rather difficult to overcome. I hope the department will not go out and 


publicize this and urge people to take advantage of it for their own benefit. 
I hope they will refrain from that sort of thing, if I may say so. The legisla- 
tion is there and let them take advantage of it if they wish. I deplore the 
urgency used at times to get people to buy things. Part of that comes from 


' this silly notion of increasing our gross nation product. I hope the department 


will simply say ‘‘Here is the legislation, we are sitting here and will receive 
application if they come, but we will not go out looking for applications.” 


_ Senator Lronarp: I have two questions and then I shall stop. What is the 
rate of interest charged in Great Britain on these loans? 


Hon. Mr. Hays: 54 to 7 per cent. 
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Senator LEONARD: It varies with the borrowers or the equipment? What 
causes the variation? | 

Hon. Mr. Hays: I suppose the cost of money. They cannot borrow as i 
cheaply as the government can. zi) 

The CHAIRMAN: You have a spread in England. You said it is between _ 
54 and 7 per cent? ie 

Hon. Mr. Hays: Yes. 

The CHAIRMAN: Why do they have that spread? 

Mr. OWEN: It depends on the cost of money, or the bank rate at the time. — . 


Senator LEONARD: Thank you. Secondly, in section 2, machinery must be ie 
used primarily by members of the syndicate. I take it that, secondarily, the ae 
equipment can be used for what is generally called contract farming, that is, ca 
used for revenue purposes by the syndicate so that they can actually make _ 
money out of the use of the equipment as long as they use it primarily for © 
their own use. Is that correct? | 


Hon. Mr. Hays: It could be used for leasing. 


Senator ASELTINE: On the form of agreement, it bothers me somewhat. I i) 
happen to be a lawyer and in the last 50 years have been drawing up agree- 
ments of all kinds and descriptions for the farmers. In the farming area where 
I live in Saskatchewan, I have just been wondering how these agreements © 
will be arrived at. Will the regulations contain a standard form of agreement _ 
which would have to be altered or modified according to the circumstances 
or what has the department in mind with respect to this? ny 

Mr. OWEN: The regulations will prescribe terms and conditions that must i | 
be provided for within each agreement. Our own solicitors will draft, in con- oie 
sultation with practising lawyers in each province, what we think is a standard 
form of agreement which can cover the things applicable to all syndicates— i 
how a member gets in, how a member gets out, what happens when a member 
dies, what happens when one goes bankrupt. Besides these general things there _ 
will be a sort of model form of agreement which will be available to any group 
of farmers to use. If they wish to engage a solicitor to amend the standard 
form they will be able to make changes in these arrangements as they desire. 
Along with this, there is what we call the local agreement, where they will ie 
work out the specific details as to who is going to be responsible to maintain 
the machinery, to store it, what shares each one will have in the machine and 
a whole lot of local things that they will want to have. We will provide them ~ 
with the guidelines and assistance in doing this, where there are small syndi- — 
cates, so that they will be able to draw up these agreements without much 
difficulty. The main agreement will have been prescribed on a form by us. We 
will have a lot of flexibility in the suggestions available to them. If they wish 
to vary from this basic pattern they are free to go to a solicitor and draw up 
an agreement, as long as they take care of all the items that might cause dis- _ 
agreement later. The purpose of the agreement is to cover as many of these ~ 
matters as possible in advance, so that they have already arrived at an under- 
standing in the event of a difficulty later on. We will allow a great deal of — 
freedom in deciding how they will go about covering these points. 


Senator PEARSON: This sounds like a very complicated arrangement for 
a farmer. It will have to be put down in very fine print so that the farmer will 
not see it and will go ahead and sign it. 

The CHAIRMAN: Senator, what do you know about fine print? 

Senator ASELTINE: I have another question under these agreements. Under 
the Farm Credit Act there are certain firms of solicitors who carry out local — 
work in a whole big territory. For instance, on Rosetown, Saskatchewan we : 
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| “have a firm of solicitors which carries on business from the South Saskatchewan 
| River almost to the North Saskatchewan River. Is there any intention of having 
_ something like that? 


Mr. OweEN: I am not familiar with the legal arrangements under the 


‘Farmers Credit Arrangement Act. 


Senator ASELTINE: Unless you have a firm of solicitors draw up for a big 
territory, I do not think that would work in this way, because these people 
farming would not wish to have to go 50, 70 or 100 miles to make the agree- 
ment. 


Mr. Owen: This will be a matter of agreement between farmers, who will 
choose their own solicitor. We will examine the agreement to ensure it covers 
all the things we want it to cover and to our satisfaction; but on the actual 
drawing of the agreement if the farmers want a solicitor to draw up one, they 


ean have their own solicitors do it. 


Senator REmp: Has there been much demand for legislation of this kind 


or is this just a scheme you thought up anew? Has there been a demand by 


the farmers themselves? 

The CHAIRMAN: We had that question already. 

Hon. Mr. Hays: I think there will be a great demand. I do not share some of 
the pessimism as far as this act is concerned, because if the farmer can con- 
ceivably cut capital to one-twentieth of what it would ordinarily be, I think 
there is great need for it. Part of the reason many farmers find it very diffi- 
cult, particularly in eastern Canada, to make profit out of farming is on account 
of the law of supply and demand in the markets as they now are. 

For instance, I am sure it is quite conceivable that the cost of feed can 
be cut from three and a half to four dollars a ton, and if you have 50 COWS, 
it takes 42 tons a month to feed them. On a dairy farm of 42 cows there is 
a saving as much as the gross income in some cases. 

The CHAIRMAN: Senator Isnor? 


Senator Isnor: Mr. Chairman I was going to follow up what Senator 
Aseltine had to say, and also comment on Senator Crerar’s remarks, as to why 
this should not be made known. If this is a good bill it should be made known 
to the farmers so that they can take advantage of the opportunity to borrow. 

Senator CRERAR: May I correct Senator Isnor? I did not say that. I sug- 
gested that the pressure should not be applied by the department to induce 
farmers to avail themselves of these credit facilities. 

Senator Isnor: Well, that is all right. I was speaking as a business man. I 
spend considerable money in advertising, because I believe it is a good thing. 

The CHAIRMAN: Yes; you say you should put the merchandise in the 
window, Senator Isnor? 

Senator Isnor: I do. I feel the minister would be justified in making 
this known to every farmer in the country. I was going to ask Mr. Hays if he 
has a copy of the agreement, or draft agreement, such as used in Great Britain. 

Hon. Mr. Hays: I think we have. 

Senator Isnor: Perhaps it would be of help, Mr. Chairman, if it were filed 
in our proceedings, and it might well settle some of the questions which have 
been raised. 


Mr. OweEN: It is a two-page document. I have a copy here of the one they 
use in England. 


The CHAIRMAN: Shall it be printed in the proceedings as an appendix? 
Senator Isnor: That is what I thought, thank you. 


(See appendix “A’’) 
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Senator Isnor: I have another question. Would Mr. Hays be good enough 
to enlarge on subsection (2) of clause 2, which appears on page 2 of the bill? _ 


Mr. OWEN: Sir, in actual administration we find farmers who also have a 
full-time job away from the farm, and it becomes a question of whether their 
principal operation is farming or not. We have to assess all the circumstances — 
and to make a decision as to whether the principal operation is farming or not. 
This subsection (2) is to give us the authority to make that distinction between — 
those who are bona fide farmers and those who are farming as a secondary 
enterprise. 


Senator Isnor: What does that matter? Supposing, for instance, a cabinet 
minister was a farmer, you would not bar him from borrowing, would you? 


Mr. Owen: You will notice, sir, in clause 2(1)(c) that we are requiring 
that a majority of the members of any syndicate be farmers principally—that 
their principal occupation be farming, that to get the benefits of this act they 
must be bona fide farmers. They can have other persons with them, but the 
majority must be farmers. This is to provide us with a distinction between those 
who are and those who are not principally occupied in farming. 


The CHAIRMAN: Senator Pouliot? 


Senator PouLtiot: Mr. Chairman, I am very glad to have this opportunity 
to tell the minister what I think. I find he is a good minister, and I compliment 
him, because I am sure he wants to help the farmers. I wonder if he would tell 
the committee if cooperative farming in Russia is a success? 


Hon. Mr. Hays: Not having been there before, I do not know whether it is - 
more successful today than it had been previously. Certainly, I think pride of 
ownership lends to greater production, and this sort of thing. 


Senator Poutiot: Your idea in this bill is that farmers should give a hand | 
to each other? i. 


Hon. Mr. Hays: That is right. 
The CHAIRMAN: Senator Lambert? 


Senator LAMBERT: I should like to ask a question from the point of view 
of the basic importance of the industry in this country rather than from the 
point of view of administrative details, which one must assume will be per- 
tinent to meet the demand of this legislation. In a word, the application of this 
legislation should help this country to increase production on the farms of the 
various provinces in Canada. I assume, from information I was given a few 
minutes before this meeting was called, that the instruments of automation in 
western Canada have increased to a remarkable degree, presumably because 
the labour factor there has declined to a figure of around 35 per cent today from | 
when I used to live there. To what extent is it possible through figures to tell 
how far automation has replaced that labour shortage and enabled the west, for 
example, to have successfully harvested the largest crop in the history of Canada 
last year? 


Taking the west as one aspect of the problem, what about the comparison 
with the smaller operations in the smaller areas in western Canada? I presume 
that the figures of the census departments would probably give some idea of the 
relative strength of automation in the agricultural industry in the east by com- 
parison with the west. The impression I have, of course, is that the west has 
progressed very favourably and extensively in ate use of machinery to give the 
results that we all want to see, and not only increased production, but increased 
marketing facilities for that production. 


Hon. Mr. Hays: We have some figures that we used in compiling our sub- 
mission. It is a good question, and it does tell a great story. Mr. Owen has some 
figures that you might be interested in. 
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i _ Mr. Owen: I can put them on the record, Mr. Chairman, to indicate the 
- growth in the investment of farm machinery in Canada as a whole. In 1941, 
$596 million; in 1951, $1,933 million; and in 1961, $2,568 million. 
_-_Now, I have this by provinces. I will not cite them all, but will give a 
couple of examples. In Alberta there was an increase from $116 million in 
1941 to $550 million in 1961. 
Taking Ontario, it has increased from $150 million in 1941 to $579 million 
in 1961. 
~ In Quebec, from $85 million in 1941 to $301 million in 1961. 
I will place these figures on the record, if you wish, sir. 


Senator LAMBERT: Yes, I think they are important. 
(See appendix “B’’) 
_ Mr. Owen: This also includes investment in land, and livestock, and so on. 


Senator Brooks: What about the cost of the new machines, such as 
| combines or tractors? How much have they increased in cost, say from 1941 
. to 1964? 
| The CHAIRMAN: Just to crystallize what you are looking for, Senator, I 
| take it that you are asking how much of this increase is reflected in price as 
_ against numbers? 
Senator Brooks: Yes. 


| Mr. OWEN: I can give you the increase in numbers, and give you some 

_examples. Tractors in Canada: In 1941, 159,000; in 1961, 549,000. 

| Coupled with the increase in price is a change of models and kind of 
machinery, which also is a factor in price. 

_ I think I might add to this the fact that the $24 billion invested in farm 
machinery is a book inventory, which probably represents $5 billion of initial 

' Cost, or something of that order. And the actual cost of owning this machinery 

_—this is just the interest on investment, plus annual depreciation, would be 

well in excess of $400 million a year, and the fact remains that a great deal 

of the capacity of this machinery is not used in Canada. In other words, we 
could farm a lot more land with the same machinery, or all iur land with less 

Machinery, if we could by cooperative use increase the amount of use of 

| each machine. 

Senator PEARSON: Of course, I cannot see that. 
|. The CHarRMAN: That raises a different kind of question, about pride of 
Ownership. 

Senator PEARSON: In 1963 Canada produced its biggest crop without those 

_Mmeans, and they cannot do that in Russia. 

! Senator LAMBERT: Are you speaking of pride in ownership of machinery? 
Surely you are mistaken. We have had cooperative institutions for years, both 
in respect to the purchase of machinery and the reaping of crops, and so on, 

| the same as in England. 

| Senator PEARSON: The private farmer produces his crops by means of 
_the machines themselves, rather than by a cooperative scheme. I am speaking 

of production. 

Senator LAMBERT: Just in the same way as there has been cooperative 
organization in the pools of western Canada, so also there has been cooperative 
organization in relation to the purchasing of machinery, and other supplies 
as well. 

Hon. Mr. Hays: Maybe I might answer the difference between good farming 

‘practice, not necessarily related to pride of ownership. Last year our average 
wheat crop was 26 bushels per acre. This year, I suppose it will be in the 

neighbourhood of 21 bushels per acre. This year Russia’s yield was 23, or 

‘two bushels per acre above ours. 
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Senator Brooks: Have they had more rain? 

Hon. Mr. Hays: Well, climatic conditions have a bearing, of course. In the — 
harvesting of their crop, they have 300 million acres under crop in relationship — 
to our 42 million in the west, of which 150 million acres is in wheat, and 
which required 500,000 man hours to harvest the crop. But they did beat us 
by two bushels this year; and this was a fairly good year for us as well. 

The CHAIRMAN: Any other questions? | 

Senator ASELTINE: My first question is as to the form of the agreement. 
Now, I want to know if Mr. Owen can tell us anything about what security 
will be demanded by the Farm Credit Corporation. Many of these farmers who. 
want to go into this scheme have probably borrowed money on their land from 
the Farm Credit Corporation, and from the banks under the Farm Improvement | 
Loans Act, and they might not qualify for a loan of $15,000, or so, which 
would be necessary to buy the expensive machinery that this act has in con- 
templation. What information can you give me on that point? 

Mr. Owen: I would say that the first most important security is the 
signature of the farmer on the note. We feel that it is seldom you will find 
a farmer who signs a note who will not pay that note. The first security, 
therefore, is the signature on the note. Our second security, collateral security, 
if you wish, will be the machinery actually purchased with the loan. We will 
not be taking this security in some instances, depending on the position of 
the farmers and the strength of their financial position and the value of the 
machine and the amount of the money they are borrowing. . 


Senator ASELTINE: Will that be in the form of a chattel mortgage? 


Mr. Owen: If we take it it will be in the form of a chattel mortgage on 
the machinery, but we will not take it in all instances. I do not visualize 
taking any security against the assets of the farmers prior to their joining 
the syndicate. It is really a loan to the syndicate, and we will be taking our 
security against the machinery. We might want additional security in the 
form of liability insurance and fire insurance and life insurance, if it can be 
worked out. These will be the additional forms of security. The primary 
security is the note, and the secondary security is the machinery. 

Senator REID: Supposing a member of a syndicate withdraws from the 
partnership? 


Mr. Owen: He has joined a partnership as a partner, and is jointly liable 
for the debts of the partnership. He is also a joint owner of the assets of the 
partnership. It will be appreciated that ordinarily the assets will exceed the 
liabilities, and he will be withdrawing from something in which he has a 
stake. If he wishes to make a deal with the other members so that they 
assume his assets and also his liabilities, and we are satisfied with that 
arrangement, then he can do it. Or, he may get another farmer who will take 
over his assets and liabilities. But, if he just gets up and walks out and says: 
“T am no longer interested”, and no arrangements are made for somebody 
else to take over his interest then he still remains liable for his obligations, 
and the owner of part of the assets. 


The CHAIRMAN: The statistical reference that Mr. Owen made will be) 
printed as an appendix to the record. 
~ Senator LAMBERT: Thank you. 


Senator BURCHILL: I would like to ask a question about the maintenance 
of this machinery. In the event of a dispute who is responsible for repairing 
breakdowns, and the general maintenance of the machinery? I have had — 
quite a lot of experience in these things, and many times disputes have arisen | 
over the fact that the machine was not fit to do the work when it came to 
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_ one of the partners. Such a partner might allege that the machine has been 
abused, and so on. Repairs sometimes cost a good deal of money. If a dispute 
arose among the members of the syndicate would the courts settle the point, 

if it went that far? 


Hon. Mr. Hays: I visualize this working in quite a different manner from 
that visualized by some members of the house and some senators here. I 
visualize this group of three, ten or twenty farmers using this equipment, 
under their agreement and under the regulations, just as they would use a 
rented car. They will rent the machinery amongst themselves on a per 
_ acreage basis. 


. When I raised this with the Minister of Agriculture in Manitoba I 
questioned its use so far as summer fallowing was concerned, and yet he 
could see how this equipment could be used on a summer fallowing basis in 
Manitoba. One farmer there with the proper kind of machinery could summer- 
fallow 150 acres a day, and the use of the machine would cut down on his 
‘labour costs. It would cut them to 20 per cent. There might be a group of 
five farms of 1,000 acres each, but one farmer might want to summer-fallow 
'200 acres and another might want to summer-fallow 500 acres. In the agree- 
| ment there would have to be provision for an assessment of the costs against 
each farmer. If the cost worked out at $1.00 or 75 cents per acre then at the 
end of the year each farmer would have to pay the partnership accordingly 
for the use of this machinery. It would work in this way. I am sure there will 
be provisions with respect to breakdowns and repairs, and it might be that 
one man would operate the machine and do all the summer fallowing for the 
five farms. This is where Mr. Hutton could see use being made of this legisla- 
tion. 


Two or three years ago we imported something like 30 million bushels 
‘of corn from the United States, and part of the reason for that importation 
‘of corn was that a farmer who grew only 10 or 12 acres of corn could not 
‘afford the equipment to harvest it. A piece of corn harvesting equipment can 
do the work for 15 or 20 farmers. If a group of 15 or 20 farmers bought a 
piece of such equipment then at the end of the season they could get together 
and work out how much it cost them per bushel or per acre to harvest the 
crop. One farmer out of the 15 would do all the work, and the group would 
pay him for operating the machine. 


Senator BuRcHILL: In the event of a dispute the courts would have to 


eventually decide, would they not? It would not be a matter for the Farm 
Credit Corporation? 


he 


Hon. Mr. Hays: Do you mean if a member of a group refused to live up to 
his obligations? 


_ Senator BuRCHILL: Yes. 


| Hon. Mr. Hays: I suppose it would be rather like divorce. There are laws 
with respect to the dissolution of a marriage. 


| Senator LreonarD: I have been through a draft of the agreement in the 
United Kingdom, and it seems to cover all of these points. 


The CHAIRMAN: It provides for an arbitrator. 


Senator LEONARD: It seems to provide an economic method of dealing 
vith such matters. 


Senator KINLEY: My experience with joint and several ventures has been 
‘very sad one. I do not like joint and several notes. I am wondering what 
orovisions will be made for the winding up of such partnerships or groups. 


3 Vill the farmer who is dissatisfied have the privilege of giving notice that he 
2147323 3 
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wants the whole thing wound up? If I am farming with three or four others, 


and I am not satisfied and want to get out, will you accept notice that I want | 
to get out? | 
Hon. Mr. Hays: This is a partnership agreement, and in these regulations— | 
I think you will find that Britain attributes a great deal of the success of its | 
scheme to the fact that the members of the groups were severally and jointly » 
responsible. In the agreement there is a provision that at least once a year 
the group gets together. The fact that there was not this sort of form agreement ) 
was found to be one of the reasons for the break-up of the partnership. This | 
does not quite answer your question, but the fact that there is this sort of) 
agreement, and the fact that they have an asset to sell, means that if a partner | 
is not happy with the arrangement he can sell his share in the asset to another | 
person or to the remainder of the group. ue 
Senator KINLEY: My experience has been that when one signs a joint and 
several note at the bank for the building of a ship it very often goes bad. | 
I have been farming 500 acres for many years, and I know that a good farmer 
will not sign a joint note with a poor farmer. Suppose I sign a joint note with 
three other farmers and I see that the thing is going bad and the machinery 
is not being looked after and they are not paying up, can I ask that the partner-. 
ship be wound up? ‘ 
The CHAIRMAN: It depends upon what your agreement says. 
Senator KINLEY: That is what I want to get in the agreement. | 
The CHAIRMAN: The farmer will have his lawyer suggest what terms fel 
thinks should be added to the basic terms. e/ 
Senator KINLEY: But I want to keep clear of lawyers. $ 


The CHAIRMAN: You know, Senator Kinley, I like to hear people say that 
because ultimately it means more work for the lawyers. 
Senator ASELTINE: It seems to me that the lawyers and the machine 
manufacturing companies will be the residuary legatees here. | 
Senator KINLEY: Suppose everybory wants to use the machinery at the 
same time? I have co-operation with my neighbour. He reinforces me during 
the harvest season, and I reinforce him with my machinery, and we have 
never charged each other anything. We get along splendidly. It must be re- 
membered that there are five periods of the day on the farm. There is the 
early morning, the morning proper, the afternoon, the evening and the moon- 
light, and a machine can be used at any time. yt: 
I think this legislation is a step forward. I think it is splendid. I think ti 
it like the old fellow who ran the livery stable and who hired out his horses, 
and the Tilden Rent-a-Car firm. This is a big step forward in the interests oO 
the smaller farmer. I might mention that I own 500 acres, but I know a mal 
who has 600 acres and who has $100,000 worth of equipment. He was a Germal 
immigrant, and he is setting an example to all the farmers in his district. 
The CHAIRMAN: Are you ready for the question? 
Senator CRERAR: I would like to ask a question. I shall not ask any more 
The CHAIRMAN: I have heard that before, Senator. 
Senator CRERAR: Subsection (1) (c) of section 2 reads: 
(1) by an agreement in writing, approved by the Corporation, betwee 
not less than three individuals. 1 | 


] 
| 


That is to say, three farmers can agree to form a syndicate. They work ov 
their agreement in writing, but before that is effective.it has to be approve 
by the corporation. What is the purpose of having the corporation approv 
this agreement? 

The CHAIRMAN: Because it is lending the money to the syndicate. 
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‘¥ enator CRERAR: I know, but why not set down the conditions? 
e, - The CuarrMAN: The conditions will be in the syndicate agreement. 
» 5 Senator CRERAR: Just a moment. Supposing you get 50,000 of these syn- 
_ dicates, just for the sake of illustration—perhaps there will not be that many, 
but supposing there are—you will then have 50,000 applications that must 
go to the corporation for approval and that means, of course, more office 
space, more services, and all that sort of thing. Would it not be possible to 
ave some general form, or a defined set of principles, upon which an agree- 
_ ment could be based? I merely offer that suggestion for the minister’s con- 
_ sideration. 
I have one other suggestion to make to the minister. Let us consider a 
tractor that costs today probably $7,000 or $8,000. It may weigh two or two 
and a half tons. The cost of the material that goes into that, the iron and steel, 
~ would not average more than $125 a ton. When this iron and steel is assembled 
_ and I admit some of it is finely machined, and that makes it more expensive, 
but it is a minor part—the final product costs far more than the original 
material. Material which does not cost more than a few hundred dollars 
is transformed into an implement that sells for $7,000 or $8,000. The most 
| important thing—and it has long been in my mind—is that to deal with this 
is to deal with the cost of distribution. 
| Farmers today are almost discouraged from paying cash. We have developed 
this new technique of organizing finance companies. The big chain stores do 
it. They form finance companies, and they are turning the buyers over to 
the finance companies, and in the end the buyer has to pay anywhere from 
12 to 20 per cent interest on the purchase price. I suggest to the minister 
that that is a field in which there might be some profitable inquiry made. 
_An attempt should be made to see if it is not possible to cut down these 
tremendous costs of distribution. 
' I know this, because years ago I was in this business. It is simply absurd 
that a tractor that weighs only a couple of tons at the outside built of raw 
/ material that does not cost more than a few hundred dollars, should be an 
implement that sells for $6,000, $7,000 or $8,000. A tremendous saving could 
‘be effected for the farmers in this area, and the farmers themselves are 
'groping for a remedy through their organizations. I do not know whether 
it is possible or not, but I suggest to the minister that there is a field that might 
offer some reward if an inquiry were made into it. If parliamentary com- 
-Mittees, instead of wasting their time as they are doing today, could get their 
‘teeth into that problem then there would be a result of some practical value. 


| ___ The Cuarrman: Are you ready for the question? Shall I report the bill 
without amendment? 


Hon. SENATORS: Agreed. 


_ Senator Crerar: I have not received an answer to my question. 

The Cuarrman: It was not a question. 
. Senator CrERar: My question is: If you get three farmers together in a 
group why is it necessary to have the agreement approved? Why do you 
hot set down the general principles for their guidance? 
The CHAIRMAN: There was an answer given to that question this morning. 
‘If you want the witness to repeat the answer then I will ask him to do so. 
Senator Crerar: No, I will read it in the record. 


i The CHarrMan: Yes, it is on record. 
, Whereupon the committee adjourned. 
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APPENDIX “A” 
FARMERS’ MACHINERY SYNDICATE AGREEMENT 
RULES . 


1. NAME 
The name of the Syndicate shall be Farmers’ Machinery Syndicate ( 
) and shall be registered with the Secretary of Syndicate Credits 


( ) Ltd. 


2. OBJECT 

The object of the Syndicate is restricted to the following: — 

The acquisition and ownership of machinery for the use of members on > 
their own farms. The repairing and maintenance of the same. The renting of 
storage and other accommodation for the use of members. The employment of © 
workers for the operation of the machinery on behalf of members. The word 
“machinery” shall include all agricultural and horticultural equipment, fixed 
or otherwise, implements, tractors, trucks and lorries. | 


3. MEMBERSHIP AND CONSTITUTION 
(1) No person shall be admitted Member of the Syndicate who is not. 

a member of the National Farmers’ Union of England and Wales. 
(2) Within the limits of the Syndicate’s objects the Members shall be | 
partners entitled to the Syndicate assets in such shares as they | 
mutually agree and their rights inter se governed by the Part- 
nership Act in so far as not inconsistent with these Rules. 


4. The founder members shall be:— 


5. Additional members may be admitted to the Syndicate only on the | 
unanimous approval of the members, and subject to the approval of Syndicate ; 
Credits ( ) Ltd., and on such terms as may be unanimously decided 


at the time. | 


6. Members of the Syndicate are jointly and severally liable for the debts — 
of the Syndicate but as between themselves shall bear all debts and liabilities | 
in such proportions as shall be laid down from time to time. | 

7. No purchase of machinery shall be made by or on behalf of the Syndicate. 
except with the approval in writing of all the Members to the price and terms of | 
purchase and to the terms of repayment of monies borrowed by the Syndicate | 


to finance the purchase. 


8. The syndicate shall appoint a Secretary whose duties shall include | 
laying reports before the Members. | 


9. The Syndicate shall keep proper Vouchers and Books of Account and | 
Minute Books. | 


10. The Syndicate shall open and maintain a bank account in the name. 
of the Syndicate and all monies received on behalf of the Syndicate. shall be 
paid into such account. 


11. The Syndicate shall borrow all monies required from Syndicate 
Credits ( ) Ltd. ae 
Note: Insert names of founder members in para 4. 
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12. MAINTENANCE, USE AND SALE OF MACHINERY 


For the first four years of the life of any machine and subsequently there- 
after if the members so resolve, machines shall be inspected at six-monthly 
intervals by the distributor, or some other person appointed for that purpose by 
the Syndicate with the approval of Syndicate Credits ( ) Ltd., who 
shall render a report in writing at six-monthly intervals, to the Secretary, 
Syndicate Credits ( ) Ltd. and the Secretary of the Syndicate, 
who shall lay the reports before each member. 


13. The use and maintenance of the machinery shall be governed by Regu- 
lations to be adopted unanimously by the Members. One copy of such regulations 
shall be forwarded to the Secretary, Syndicate Credits ( ) Ltd. 


14. Each member shall insure his employee against Liability at Common 
Law whilst working away from his own farm. 


15. No sale of machinery shall be made without the authority in writing of 
all Members. Whilst any loan is outstanding, prior consent shall be obtained 
from Syndicate Credits ( ) Ltd. and the outstanding loans in 
respect of the machinery in question shall be immediately repaid. 


16. The basis of the reimbursement of costs of maintenance and other 
working expenses shall be in such manner as the members may unanimously 
resolve or as may be laid down in the Regulations referred to in Clause 13. 


17. All machinery owned by the Syndicate will be marked with the owner’s 
designation. 


18. PROCEDURE ON MEMBER’S RETIREMENT OR DISSOLUTION 


A member may retire with the prior consent of Syndicate Credits ( 

) Ltd. (if then a creditor of the Syndicate) and all other creditors (if 
any) of the Syndicate and with the unanimous consent of the continuing Mem- 
bers. After retirement, a retiring Member shall remain liable for all liabilities 
of the Syndicate unsatisfied at the date of his retirement unless (with the 
before-mentioned consents) he shall have made some other arrangements for 
the assumption of his liability by a continuing Member or Members or by an 
incoming Member. 


19. A retiring Member whose retirement has received all the consents 
referred to in Rule 18 shall be entitled to receive from the continuing Members 
the value of his interest in the net assets of the Syndicate. Such value shall be 
fixed by mutual agreement between the retiring Member and all the continuing 
Members, or failing agreement, by a Valuer appointed under Rule 25. The 
continuing Members may make it a condition of giving their consent under 
Rule 18 that the sum payable by them under this Rule shall be agreed prior to 
such consent becoming effective. 


20. DEATH OF A MEMBER 


The death of a Member shall not automatically dissolve the Syndicate. The 
estate of a deceased member shall remain liable for the liabilities of the Syndi- 
cate outstanding at his death but for no liabilities subsequently incurred. With 
‘he consents referred to in Rule 18 the personal representatives of the deceased 
nember may be treated as a retiring Member for the purposes of Rules 18 and 
(9, which shall thereupon apply mutatis mutandis. 


In the event of all the consents required by Rule 18 not having been given 
within six months of a deceased member’s death, the Syndicate shall be dis- 
iolved and all monies due to Syndicate Credits ( ) Ltd. from the 


»yndicate shall become immediately payable. 
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21. Should it be necessary, owing to the retirement of a erie or for ar y 
other reason, the members may dissolve the Syndicate, which dissolution shal ll 
become effective so soon as proper provision has been made to the satisfaction 
of Syndicate Credits ( ) Ltd. for the discharge of all outstanding 
liabilities. “i r 

92. FUNCTIONS OF SECRETARY OF SYNDICATE CREDITS ( frail) Lr, 


* The Secretary of Syndicate Credits ( ) Ltd. shall have the 
specific functions set out in Rules 23 to 27 in relation to the Syndicate. In these 
specific Rules the expression Secretary shall mean Secretary of Syndicate 


Credits ( pe bike te i 


23. The members and ehanses of membership shall be filed with the Q 
Secretary. a 


24. All agreements to purchase and sell machinery and the authorifiea to 
borrow shall be filed with the Secretary. | | 


25. The Secretary shall, if so requested by a member, appoint a valuer for 
the purposes of valuation of an outgoing member. The expenses of the valuation 
shall be met by the Syndicate. hy 


26. The Secretary shall appoint a Receiver on the dissolution of a Syndicate | 
and such Receiver shall be the agent of the members and shall be entitled - to 
exercise all the powers usually vested in a Receiver of partnership assets ap- 
pointed by the Court. ‘i 


27. The Secretary may, at the request of any member, appoint an auditor r 
to examine the books, and if necessary submit a report, but such member must 
deposit a sum of money to cover the costs. iN 

28. ARBITRATION | 

In the event of a dispute the members shall be jointly and severally boun d 
by the decision of an arbitrator appointed by the President of the Royal Institu- 
tion of Chartered Surveyors and shall accept his award as to the costs. q 


29. RESTRICTION ON ALTERATION OF RULES 


So long as the Syndicate is indebted to Syndicate Credits ( | 
Ltd. no alteration shall be made to the Rules without the consent in writing | of 
Syndicate Credits ( ) Ltd. intimated through its Secretary. a 
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APPENDIX “B” 


INVESTMENT IN LAND, MACHINERY AND LIVESTOCK (DBS) 


Real 

Estate 

as % of 
Total value total 
150,062,927 76.1 
408,265,668 68.1 
657,166,300 75.1 
711,020,196 69.0 


1,789,616,297 56.7 


~2,717,496,800 63.3 


896,013,231 73.3 
1,991,773,250 59.4 
2,864,359,300 64.8 

339,178,276 67.6 

916,786,792 57.7 
1, 154,087,600 62.3 
1,189,600,261 70.2 
2,547,969,618 55.7 
3,741,596,000 68.8 

739,746,962 73.5 
1,399, 363,121 60.5 
1,624,879,600 62.4 

80,795,359 71.8 
157,778,559 62.6 
145,363,000 61.9 
88,363,861 74.4 
152,464,945 61.9 
145,588,800 61.3 
46,695,077 73.6 
87,153,205 54.9 
96,296,500 54.5 


19,656,779 74.6 
23,937,400 79.3 
4,241,476,150 71.4 
9,470,876,372 58.4 


Land and Machinery and 
Year buildings equipment Livestock 
1941 114, 288,700 15, 128, 400 20,645,827 
1951 278, 068, 232 58, 760, 356 71,437, 080 
1961 493, 030, 800 86,487,700 77, 647, 800 
1941 490,826, 400 116, 127,900 104,065, 896 
1951 1,015, 289, 268 390, 003, 340 384,323, 689 
1961 1,715, 367, 200 550, 875, 500 451,254, 100 
1941 657, 583, 800 142,754, 400 95, 665,031 
1951 1,182,905, 467 525, 644, 660 283 , 223, 123 
1961 1,856, 523,300 686,825,700 321,010, 300 
1941 229,487,700 58,886, 600 50, 803 , 976 
1951 528,872,527 231,801,397 156, 112, 868 
1961 719,612,000 272,018, 900 162,456, 700 
1941 836, 147, 700 150, 358, 900 203,093, 661 
1951 1,419, 363,802 445,277, 532 683, 328, 284 
1961 2,572,302, 700 579, 281,700 590,011,600 
1941 543, 358, 500 85, 203, 400 111, 185, 062 
1951 846, 972,820 211,937,327 340,452,974 
1961 1,014, 681,500 301, 257, 000 308, 941, 000 
1941 57,997, 000 10,824, 500 11,973,859 
1951 98,716,709 26,971,141 32,090, 709 
1961 90, 114, 800 31, 682, 200 23, 566, 000 
1941 65,770, 400 10, 960, 800 11, 632, 661 
1951 94,485,972 25, 223, 734 32,755, 239 
1961 89, 262, 800 30, 252, 100 26,073, 900 
1941 34, 375, 800 5,801,400 6,517,877 
1951 47,843,719 16, 261,195 23,048, 291 
1961 52, 500, 800 26,856, 300 16, 939, 400 
1941 
1951 14,658, 139 1,416, 655 3,581, 985 

19, 006, 200 2,944, 500 1,986, 700 
1941 3,029,846, 000 596, 046, 300 615, 583, 850 
1951 5, 527,207,155  1,933,312,262 2,010,356, 955 
1961 8, 622,641,300 2,568,631, 500 


1,979,948,900 13,171,221,700 65.4 
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Bouffard 

Burchill 

Choquette 

Cook 
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Croll 

Davies 

Dessureault 
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Fergusson 
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The Honourable Senators: 


Gershaw 
Gouin 

Hayden 

Hugessen 

Irvine 

Isnor 

Kinley 

Lambert 

Lang 

Leonard 
Macdonald (Brantford) 
McCutcheon 
McKeen 

McLean 

Molson 

Monette 

O’Leary (Carleton) 


Paterson 

Pearson 

Pouliot 

Power 

Reid 

Robertson (Shelburne) 
Roebuck 

Smith (Kamloops) 
Taylor (Norfolk) 
Thorvaldson 
Vaillancourt 

Vien 

Walker 

White 

Willis 
Woodroow— (50). 


Ex officio members: Brooks; and Connolly (Ottawa West). 


(Quorum 9) 


ORDER OF REFERENCE 


Extract from the Minutes of the Proceedings of the Senate, Monday, July 
20th, 1964. 


“Pursuant to the Order of the Day, the Honourable Senator Cameron 
moved, seconded by the Honourable Senator Dessureault, that the Bill S-36, 
intituled: ‘An Act to incorporate the Association of Universities and Colleges 
of Canada’, be read the second time. 

After debate, and— 

The question being put on motion, it was— 

Resolved in the affirmative. 


The Bill was then read the second time. 


The Honourable Senator Cameron moved, seconded by the Honourable 
Senator Dessureault, that the Bill be referred to the Standing Committee on 
Banking and Commerce. 


The question being put on the motion, it was— 
Resolved in the affirmative.” 


JOHN F. MacNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 


i WEDNESDAY, November 4, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 10.15 a.m. 


Present: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 
Blois, Bouffard, Burchill, Choquette, Cook, Crerar, Croll, Davies, Fergusson, 
_Gershaw, Hugessen, Irvine, Isnor, Kinley, Leonard, Molson, Pearson, Smith 
(Kamloops), Taylor (N orfolk), Thorvaldson, Walker, White and Woodrow—26. 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


Bill S-36, “An Act to Incorporate the Association of Universities and 
Colleges of Canada”, was read and considered. 


On Motion of the Honourable Senator Blois it was resolved to recommend 
that authority be granted for the printing of 800 copies in English and 300 
copies in French of the proceedings of the Committee on the said Bill. 


The following witnesses were heard: 
Dr. J. H. Corry, Principal, Queen’s University. 


Dr. G. C. Andrew, Executive Director, Canadian Universities Founda- 
tion. 


Monsignor Jacques Garneau, Associate Director, Canadian Universities 
Foundation. 


_ Dr. G. F. Curtis, Dean, Faculty of Law, University of British Columbia. 


On Motion of the Honourable Senator Hugessen it was resolved to amend 
clause 7 of the Bill as follows: 


1. Page 2, line 32: after “body” insert “may become or’. 


/ On Motion of the Honourable Senator Bouffard it was resolved to report 
the Bill as amended. 
At 10.35 a.m. the Committee adjourned to the call of the Chairman. 


I 
Attest: 


F. A. Jackson, 
Clerk of the Committee. 


REPORT OF THE COMMITTEE 
WEDNESDAY, November 4, 1964. 


The Standing Committee on Banking and Commerce to which was referred 
the Bill S-36, intituled: “An Act to incorporate the Association of Universities 
and Colleges of Canada”, have in obedience to the order of reference of July 
20, 1964, examined the said Bill and now reports the same with the following 
amendment: | 

1. Page 2, line 32: after “body” insert “may become OL: 


All which is respectfully submitted. 


SALTER A. HAYDEN, 
Chairman. 


/ 
———— —— - 


THE SENATE 


THE STANDING COMMITTEE ON BANKING AND COMMERCE 
EVIDENCE 


OTTAWA, Wednesday, November 4, 1964. 


The Standing Committee on Banking and Commerce, to which was 
referred Bill S-36, to incorporate the Association of Universities and Colleges 
of Canada, met this day at 9.30 a.m, 

Senator SALTER A. HAayDEN (Chairman), in the Chair. 

‘The CHAIRMAN: We have before us Bill S-36, to incorporate the Associa- 
tion of Universities and Colleges of Canada. As this is a bill originating in 
the Senate may I have the usual motions with respect to the recording and 
printing of the proceedings? 

The committee agreed that a verbatim report be made of the 
committee’s proceedings on the bill. 

The committee agreed to report, recommending that authority be 
granted for the printing of 800 copies in English and 300 copies in 
French of the committee’s proceedings on the bill. 


We have a number of representatives here supporting this bill. We have 
Dr. J. H. Corry, Principal of Queen’s University; Dr. G. F. Curtis, Dean of 


the Faculty of Law, University of British Columbia; Dr. G. C. Andrew, 


_ Executive Director, Canadian Universities Foundation; Monsignor Jacques 


Garneau, Assistant Director, Canadian Universities Foundation; Dr. E. F. 
Sheffield, Director of Research, Canadian Universities Foundation, and of 
course we have the parliamentary agent for the bill, Mr. Joseph Konst. 

We will start with Senator Cameron, Senator you were the sponsor of 
this bill. Have you anything further to say? 

Senator CAMERON: No, Mr. Chairman, other than to call on Dr. Corry, 
Principal of Queen’s University. 
_ The CyHarRMAN: Our usual practice is to have some statement of the 
purpose of the bill and then, if necessary, to look at it clause by clause. In 
the course of this examination, Dr. Corry, if any of your associates wish to 
make a contribution, we will be glad to hear them. 


Dr. J. H. Corry, Principal, Queen’s University: Mr. Chairman and honour- 
able senators, Bill S-36 for which we are seeking approval would give corporate 
form to an association of universities and colleges of this country and it would 
also take over an existing corporation, the Canadian Universities Foundation, 
which was set up in 1959 for certain very special purposes of this association 
of universities and colleges. 

_ I would say, by way of background, that an association of universities 
and colleges in this country has existed since 1911, but I think it would be 


fair to say that up until World War II it met only occasionally, somewhat 


after the fashion of annual conventions of various professional and other 
bodies, for the purpose of shop talk and exchanging views among people 
who were teaching some subjects or who had to do with some aspects of uni- 
versity work. 
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Universities at that time were pretty much enmeshed in their own regions, | 
serving local communities and not having wider interests or applications _ 
than that. : 

In World War II this Association of Universities and Colleges became a 
link between the federal Government and the universities, for serving our 
common purpose in the war. It would be fair to say that the contribution of 
our universities in that period was maximized because of the existence of this 
body and its ability to maintain links with the federal Government. 

There were two changes in organization of this body—in 1956 and in 
1959—-with which I will not burden you. However, I should explain that in 
both these changes we were feeling our way towards a more effective kind of 
organization to serve the changing purposes and responsibilities that the uni- 
versities were coming to have. 

First, the Canadian Universities Foundation was set up, with one of its 
main purposes to distribute the federal grants that were then being made to 
Canadian universities. The second of the changing purposes of the universities, 
with their changing needs, was to provide a wide range of services to the 
several universities of the country in the face of the demands that they expand 
very rapidly to take a greatly increased number of students and offer a much | 
wider variety of courses of instruction; to develop extensively graduate work 
in Canadian universities, so that we would not be losing our students to the 
United States and other countries to do graduate work and then finding that — 
they did not come back at all. : 

The other important purpose, and one that has become increasingly sig- 
nificant in the last few years, is of course helping with what the universities 
regard as their international responsibility, to help as much as they can to | 
improve education in the newly developing countries of the world. This has 
become a very significant part of the work of this organization. Foreign gov- 
ernments, wanting to find out what Canadian universities can do for them, 
cannot come and consult every separate university across the country, except 
at a loss of time and effort. They can refer to this national association and get | 
the answers they want very quickly. Bt 

These are changing purposes and development of our responsibilities for 
which we want a better organization to serve the purposes of all universities 
and colleges in the several provinces. Bie 

I might just say here, in support of this, that higher education has now — 
become in this country, as in every other country, an extraordinarily complex 
undertaking. It has changed out of all recognition in the 40 years I have had 
to do with it. Because it grows physically in quantity, the business of managing | 
universities is now extremely complicated also. int 

Every university finds problems which are baffling to it and about which © 
it has to get answers. They have been finding increasingly that other univer- — 
sities have the same problems, and the sensible thing therefore is to develop 
further a common organization for carrying on some of these inquiries and — 
serving each of the universities and colleges in the several provinces in a way — 
that they would find it almost impossible to do for themselves. 

For these purposes we have established and developed fairly rapidly in 
the last few years a secretariat based in Ottawa, which carries on a great deal 
of work in research and in the development of information, all of which serves — 
the several universities. | 

This is the main objective, Mr. Chairman, that we have in mind in asking» 
for approval of this bill. 

In relation to the actual bill itself I shall not say very much because fel 
think that if questions are raised they should be answered by those witnesses | 
here who are professionally qualified to answer questions, being familiar with | 
the framing of the bill before you. 
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_. What I should say is that we have been carrying on the reorganization of 
activities under two separate organizations, a voluntary association, the Can- 
adian Conference of Universities and Colleges, and the Canadian Universities 
Foundation, a corporation for limited purposes. We are not interested in any 
new departures, but only to develop further the kind of things we have been 
doing and to do them more efficiently. We discovered in the last few years that 
the secretariat, which tries to serve both the voluntary association and this 
corporation, gets involved in a great deal of duplication in bringing the same 
material before both bodies. That occurs at a time when the universities are 
under such heavy demands and when we do not want to be engaged in any 
kind of wasteful effort that we can possibly avoid. 


There is one other reason I wish to mention. The Canadian Universities 
Foundation as presently organized is such that, as we have discovered, there 
is no satisfactory way of ensuring that we get onto the present corporation 
a fair representation of the universities of the different regions and, of course, 
_ of the universities of the two official languages. The new proposal is a way of 
trying to meet that serious objection through the present form. 

The third and final point is, perhaps, a somewhat amusing one. We find 
that to be described as a “foundation” persuades people that we have money 
to give away, and we are always receiving applications for these purposes. In 
fact, the foundation was set up for the purpose of receiving money rather than 
for the purpose of giving it away to other people. It seemed desirable that we 
should try to get ourselves incorporated under the name of an association which 
would represent actually what it is. It is an association of the several provincial 
universities to serve their common purposes in a more adequate way. 


| Mr. Chairman, I think that is all I have to Say. 


Senator CROLL: You said “all the universities and colleges”. Is that literally 
_ true? 


| 

| Dr. Corry: It is not literally true that they are all members; it is not liter- 
ally true that every one of them is a member. There are certain qualifications 
for membership that they have to satisfy. There are a few that have not satisfied 
them, either because they have not asked to come in or because their instruction 
is not, in the view of the organization, on a sufficiently high level to justify 
their being admitted. Still others are in process of being admitted. I think that 
questions were raised, on the second reading of this bill, about several uni- 
Versities that were not on this list. The answer with respect to all those that 
were mentioned is that they are in process of being admitted. It takes a certain 
“amount of time, when new universities are established, to get themselves in 
a position that they can qualify for membership. I think this is understood 
‘among them and all the other universities; and there is certainly no complain I 
know of on this score. 
Senator LEONARD: As you know, I have an interest in some of the uni- 
-versities of Ontario, and in the Senate chamber I particularly mentioned York, 
Brock, Trent, Lakehead and Laurentian, which at least are all new. The answer 
‘which Senator Cameron gave at the time indicated that they would in due 
course be in this association. Subsequently I received a letter from Dr. Gibson, 
a4 president of Brock University, which indicated he had some reservation 
about this aspect of the legislation. Perhaps Dr. Gibson’s letter was commu- 
Nicated to Senator Cameron. I wonder whether Dr. Corry could make any 
comment, particularly with respect to those that I have mentioned, being the 


newer universities in Ontario which are definitely going to be of the same 
Status, 


| Dr. Corry: Oh, yes, indeed. 


ay 
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Senator LEONARD: That is, of the same status as those listed in the 


schedule. In fact, with their consent, I would like to see their names appear 
in the schedule. 

Dr. Corry: I think whether their names can appear in the schedule will 
really depend on whether they have qualified for membership at the time the 
schedule is to be printed. I am not very clear which of the several of these 
institutions have now fully qualified for membership. They have not all, but 
they are in the process of qualifying for membership. ; 


Senator CROLL: Are the conditions of membership onerous, in any way? 


Dr. Corry: Dr. Andrew might express those qualifications more clearly, 
and with the economy of time that is available. 

Senator Davies: Dr. Corry, does that mean that all money for universities 
will be thrown into one big pot for distribution? 

Dr. Corry: No. This body has no power over particular universities, and 
does not channel any money to them, except the federal grants that are now 
being made to the universities of this country. . 


The CHAIRMAN: Dr. Andrew? 


Dr. G. C. Andrew, Executive Director, Canadian Universities Foundation: 
Mr. Chairman, the situation with regard to membership is this, that applicants 
for membership are supposed to have had at least 200 full-time students 
registered each year for three years. They are supposed to have legislative 
powers for the educational program that they purport to perform. Thirdly, 


they are supposed to give evidence to a visiting committee that they are — 


in fact qualifying for the work of a college of university standard. 

May I now speak to the point about Dr. Gibson? Dr. Gibson has been 
in communication with us on this. He has been closely associated with the 
association for some time. His point was that in the first three years when 
they were qualifying for membership, this was the period of time the associa- 
tion could be of special help to them. So we have invited all new institutions 
like that of Dr. Gibson’s to come to the meetings, and to have available to 
them the services of the association in the fullest measure. 

The question revolves around consideration of whether it is not advisable 
to have a full-year membership or a certain period to see if the institution is 
going to grow above 200 members, because there are certain very small 
institutions that never grow. It would, in the view of the vast majority, be 
undesirable to open the door to institutions not likely to have that standing. 
In the case of institutions like York, Trent, Brock, Lakehead, and Laurentian, 
the services of the association are fully available to them, and every opportunity 


is given for consultation. Indeed, we have consulted with all these institutions » 
and rendered such assistance and advice as we can offer and that they wish © 


to have. 


Senator CROLL: Would you care to name one or all of the universities 
you are thinking about below that level of 200, over a period of some time? 


Dr. ANDREW: I can name one institution, Ste Annes, in Nova Scotia, which 
has been in existence for a long time but has never grown tall. 


Senator LEONARD: I would have thought there would have been enough 
flexibility so that all these institutions which we know definitely are going to 


become large should not have to wait for four or five years to become full- — 


fledged members of the association. 


I think in the case of all those I have mentioned, they are bound within 
this limit of 200 students a year, within a reasonable length of time. There-__ 


ar 
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fore, it seems to me that as soon as possible, perhaps by introducing some 
flexibility into your membership rule, you could get these institutions into 
full membership. 

Dr. ANDREW: This is exactly one of the things that is in the bylaws. One 
is hoping that at the earliest possible time we can devise a formula to allow 
a kind of provisional membership for those people to participate as soon as 
possible, and to get advice as soon as possible. There is, I think, full agreement 
now between Dr. Gibson and ourselves on this particular point. Indeed, we 
have invited him to try and devise an appropriate form of bylaw. 

The CHAIRMAN: I was wondering if you could tell us what services are 
available to members which would not be available to those who have yet 
to qualify for membership, but who would be called into meetings, etc.? 

Dr. ANDREW: The services that will be available to members, but not’ 
available for others? 

The CHAIRMAN: Yes. 

i Dr. ANDREW: None. 

The CHAIRMAN: What is the difference then, between being a member and 
just being welcomed at the meetings? 
| Dr. ANDREW: Well, the institutions that are obviously going to grow to 
membership within three years we have invited to partake of as many services 
| as they want. 


Senator Bourrarp: I should like to know whether all the classical colleges 
- would be members. 


| Dr. ANDREW: They are all members, all entitled to the privileges of 


membership through their parent institutions—Laval University, Montreal; 
_ Sherbrooke; Ottawa. 


| The CHAIRMAN: I believe that Msgr. Garneau wants to supplement the 
_ answer to the previous question. 
| 


Msgr. Jacques Garneau, Associate Director, Canadian Universities Foundation: 
I must say that no institution becomes a member if it does not ask for 
| membership physically. At the present time there are examples of classical 
colleges which are eligible for membership in their own right because they 
meet all conditions and have had 200 students at the college level of instruc- 
| tion for more than three years in succession. In that category we have the 
' College Sainte-Marie, Loyola College, College Jean-de-Brébeuf and Mariano- 
polis College. 

The classical colleges at Laval University have not asked for membership. 
| They seem to be satisfied, up to this time, with the membership evaluation 
at the University. 


The CHaIRMAN: Thank you. 


Senator Pearson: I have in mind Brandon College, Manitoba, which is 
‘also in the schedule. If that college, or any other college, has membership, 
What advantage would there be in being associated? 


- Msgr. GarnEAu: One advantage they have is voting powers. They come to 
the meetings in their own right. 


Senator PEARSON: In other words, they do not have a voting right? 


Msgr. GARNEAU: They have a voting right, but they are not always in- 
Cluded in the mother institution’s delegation. For instance, Laval University 
has 30 affiliated colleges, and there may be a delegation of 13 that is available 
‘to Laval University, and perhaps five or six will be superiors of affiliated 
Institutions. Without membership and representation, superiors of those 
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institutions would not become aware of what is going on at the association. s 
But when an institution is a member in its own right, representatives would — 
come to meetings and have direct representation. 

Senator HucGESSEN: My question relates to the same question of. addi” 
tion of other universities in the future, but it is a technical one relating to 
the draftsmanship of the bill. I believe Dr. Curtis was responsible for the 
drafting of the bill, was he not? I was a little puzzled. I see in section 1 
that references are made to the universities that are contained in the schedule 
and are the present members of the association. Then you go on to say in 
section 1: . 
. together with such other corporations, organizations or bodies — 
as may become members of the corporation as hereinafter provided, . 


Then you say in section 3 (1), at the end of the section: 
. and such other corporations, organizations or bodies as are fron 
time to time admitted to membership pursuant to this Act. 


But I do not see anything in the remainder of the act relating to the 
addition of universities. 

Dr. Curtis: It is under section 7 relating to bylaws. 

Senator HUGESSEN: Section 7 says: 

The Association may enact, amend and repeal by-laws for any 
and all purposes of the Association not inconsistent with the pro-— 
visions of this Act, including the terms and conditions upon which a 
corporation, organization or body shall cease to be a member. 


Do you think that is quite clear—because in section 1 it is “hereinafter 
provided,” with specific reference to the new universities. 

Dr.~Curtis: That is right. 

Senator HuGESSEN: Isn’t there a bit of a lacuna there? 

Dr. Curtis: The actual technical reading we left to our counsel, I man 
say, senator. The intention certainly was, of course, that the matter of mem- 
bership would be covered by bylaw. That is, a bylaw would be passed once 
the incorporation of the association went through, and that bylaw would 
provide machinery for membership. 

Senator HucESSEN: Would it not be advisable to amend the first para- 
graph of section 7 by adding to the words: 

. . including the terms and. conditions upon which a corpora- 
tion, organization or body may become or shall cease to be a member. 


” 


Dr. Curtis: I agree, senator. That was the intention. It would clarify it, 
in my judgment. 


The CHAIRMAN: “shall become’’? 

Senator HuGESSEN: No, “may become’”’. 

The CHAIRMAN: “or shall cease’’? 

Senator HUGESSEN: Yes. 

The CHarirMaNn: Are you prepared to accept that suggestion, Dean Curtis? 
Dr. CurTIs: Yes, by all means, sir. 

The CHAIRMAN: There is a motion amending section 7. 


Mr. Konst: I think the provision “including the terms and conditions 
upon which a corporation, organization or body shall cease to be a member” 
was included for greater certainty in the event anybody was to suggest the 
bylaw for that purpose was not within the general terms of the introductory © 
clause of that section. It was not intended to limit it in any way. | 
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| Ab Senator HuGESSEN: No, but a court might read it the other way, that 


this was a limitation, that that is the only provision you are putting in for 
allowing new members or letting old members get out. 


The CHAIRMAN: The committee approves of amending section 7 to add 
the words “may become or” before the words “shall cease’’? 


Hon. SENATORS: Agreed. 


Dr. Corry: This is as much as I thought I should Say by way of gen- 
eral explanation, and one or other of us would be willing to answer such 
questions as might be asked. 


Senator LEONARD: Are there at the present time any bylaws or rules of 
the association in the nature of compulsion of the minority by the majority of 
members? 


Dr. Corry: If that were so, I am sure we could never have got consent, 

Senator Leonard, for this from the body as a whole; and certainly unanimous 

’ consent was given. But so as not to let it rest on this inference, I shall ask Dean 
_ Curtis to speak to it. 


Dr. Curtis: Honourable senators, this is the product of a committee con- 
sisting of Dr. Bissell, Dr. Bonneau, the Reverend Father Legare, Dr. Davidson 
Dunton and myself. We took al] these points back to the executives of both 
existing bodies. We then took this to meetings of the university community 

_ last autumn and again this spring. So it comes to you with the unanimous 
, agreement of the total university community in Canada. 

On the point of the proposed bylaw—which, of course, has no standing 

until the association is formed—any bylaw has, in the first instance, to receive 
_a two-thirds majority. The bylaws themselves are very careful in the matter 

of the exclusion from membership, the point that was mentioned earlier. The 
protection of the minority is that no member can be excluded except, first of 
all, on the recommendation of the executive committee, and then followed by 
_a two-thirds vote of the body. Otherwise there is no provision for coercion, 
and that is the tradition of the university community. 


. Senator Leonarp: I would assume that. 


Dr. CurTIs: It is a very strong tradition. 


| Senator LEONARD: I merely asked the question so it could be placed on 
record. 


The CHarrMan: I should inform the committee that our Law Clerk has 
| consents executed under seal of all the universities and colleges which are in 
the schedule, so at this stage there is certainly unanimous consent. 


/ Senator Crerar: I should like to ask a question. The objects of the as- 
sociation to be incorporated are set out in section 2 in a very general Way, 
“to foster and promote the interests of higher education in Canada.” Are there 
any suggestions as to how this might be done, or what you have in mind to 
accomplish this purpose? 


Dr. Corry: Mr. Chairman, Senator Crerar, I said in my general explana- 
tion the purpose of this organization was to serve the universities and colleges 
(of this country by providing a great variety of services, of information and 
Investigation relating to the operation of universities which it would not be 
possible for each university to do by itself, except at a heavy outlay of expense, 
time and energy. What we are trying to do here is to create an organization 
‘Which will serve the several universities and colleges of the country. It is not 
being set up in an attempt to impose anything on them, but, on the contrary, 
to serve them and to enable them, in turn, to serve the purposes of higher 
education more effectively in their own provincial locations. This, in general, 
| 


| 
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is the objective. We do this very largely by the research and information 
service that has been established here, which studies a broad variety of 
questions that the universities themselves are all interested in, and informs 
them of the results; which from time to time calls meetings of groups in- 
terested in particular aspects of the problem, and which holds discussions on 
them in Ottawa. Within the last week, at the annual meeting, we had a dis- 
cussion of this very vexed question of the year-round operation of universities, 
which you hear talked about a great deal. This was a discussion into which 
considerable preparation went by the secretary in Ottawa, securing the most 
knowledgeable people we could find to come and talk about it. Everyone who 
came to it went away with not only a great deal of new knowledge about the 
problems of the year-round operation but also of a whole range of considera- 
tions that apply to such a matter as this. This is the kind of thing we do to 
serve and promote higher education in Canada. I do not know to what extent 
this answers your question. If you would like to know the range of services, I 
think, again, it is better to ask Mr. Andrew to speak to them. 


Senator CRERAR: Would it come within the purview of the association, for 
instance, to consider, say, the standards of entrance to universities and to 
endeavour to get some uniformity, if possible, in that and to raise the standards 
of entrance to universities? 

I may be wrong, Dr. Corry—and, of course, if I am it is not a new thing 
at all—but it seems to me that there is a tendency on the part of at least some 
of our universities to put undue emphasis on the importance of bigness, the 
number of student bodies, and the character of the buildings they get. It is 
interesting to note the tendency towards expensive buildings, a lot of glass, 
steel and bronze, and everything else of that kind; but somehow I think this 
has resulted in a tendency in the public mind to associate the success of the 
university with its equipment, buildings, and all that sort of thing. 

I remember some years ago when there was a matter before this com- 
mittee and Dr. Stewart, who is now the head of the Board of Broadcast 
Governors and who was then the head of the University of Alberta, was before 
us. We got some comments on the number of fall-outs after the first and second 
year in university. It would be interesting to have information on that. 
Naturally, parents want their children to have a university education. Many 
of them are not really suited for a university education, but we seem to pour 
many of these people into the mill and hope that something will come out in 
the end. My question, after this long harangue, is this: Would it be part of 
the function of the association to be set up to try to improve that situation 
to place emphasis, if possible, somewhere else? I have not travelled much, but 
I have been in Great Britain and on the Continent of Europe, and I have seen 
very successful universities with a prestige and standing that are operating 
in buildings built 300 years ago. Are we tending in our educational experience 
to put too much emphasis on buildings and not enough on teaching? Am I 
right or am I wrong? 


Dr. Corry: Mr. Chairman, Senator Crerar, Queen’s University has as its 
second motto that you don’t have to be big in order to be good. Therefore I 
can understand sympathetically what Senator Crerar is saying. He asks me 
whether this corporation we are talking about could have as one of its purposes 
the rising of standards of education in the country generally. I am sure I 
would hope we would do everything we could to encourage and promote this 
in every way possible, but I would want to be on record as reminding every- 
body that each of the universities we represent is an independent body that 
cherishes its autonomy. It would be the worst possible kind of enterprise for 
us to try to use any control over individual universities, and I am sure this 
cannot even be contemplated. On the other hand, I have no doubt at all that 
at the meetings and in the information and data gathered we do help a great 
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deal to encourage the improvement of standards. This is one of our constant 
purposes, for there is not much use talking about promoting a higher educa- 
tion unless you try to improve its quality. 

I do not have any great concern about being bigger or having a larger 
quantity, but I think I must add that there is now an enormous demand for 
college and university education among the young people of this country. This 
cannot be turned back and resisted merely because we say now there is not 
enough space. The goal towards which we must work and what we must try 
to establish is a reasonably high standard of admission which will ensure 
that we are getting people who are worth while taking. This is easier to say 
than to do. 

I would add further that none of the tests by which you determine their 
qualifications on admission is anything like 100 per cent accurate. You are 
then faced with the decision whether to take a risk and give a boy a chance 
rather than raise the standard to the point where you know you will be ex- 
cluding substantial numbers of very good people. I cannot offer any ready or 
easy answer as to how you actually arrive at the effective level of admission 
that will at the same time exclude the people who will drop out. This is not 
easy, but I assure you we all work at it all the time. 


Senator CRERAR: Would you agree that the emphasis in universities is 
tending to be, shall I say, technological? By this I mean that a young fellow 
goes to university and he gets a degree. He may become an electrical engineer, 
for instance, or a geologist. I have met many of these people and I have reached 
the conclusion that they are very skilful in the particular field in which they 
have specialized. We have developed some excellent electrical engineers, geolo- 
gists and scientists in one particular branch or another of science, but we find 
they are not educated people. How would you deal with that situation? 

It is perfectly amazing to me to meet persons who are very skilled in 
their own particular field, but when you discuss literature or poetry or art 
with them their minds are a blank. In their field they are highly skilled, but 
when they come out with a degree from a university they are skilled only in 
their own particular field. 


Dr. Corry: Senator Crerar, you insist on asking me all the difficult ques- 
tions. I think the first answer is that a university can, and I think all our 
universities do, give our youth an opportunity to educate themselves in the 
sense in which you and I understand the word “education” and in the way 
in which we would like to see them educated. But we cannot force this on 


precise limitations you have noted. I would say that this has been very marked 
in the last 50 years, but there has been a very substantial change. This is true 
at least of Queen’s University, and I think it is true of others as well. Recently 
there has come a recognition that high specialization or knowledge in depth is 
not of very much use in the world today unless men also have the breadth of 
education about which you are speaking. This emerges in all sorts of ways. 
Youngsters are much more interested now in broader questions that raise 
issues of religion, philosophy and art than they were when I was a student. 
Also the specialties are breaking down in the sense that you cannot treat 
physics and chemistry as separate subjects any more. The growing points of 
these subjects are reaching common ground. This is happening in biology in 
relation both to physics and chemistry, and I found to my astonishment that 
he Dean of the Faculty of Medicine at Queen’s, when he heard we were going 
0 do a special post-graduate research for the Bell Telephone Company in engi- 
leering, said “That is wonderful, it will help to pep up our Department of 
*hysiology.” It took him an hour to explain to me why it was that physiology 
ind electronics had a connection with one another. It is clear to me that in ° 
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the growing points there is a coming together. I have great hope that we have 
moved out of the era in which narrow specialization was thought to be the 
higher goal in education, and everybody is coming to see that we must educate 
more broadly. 


Senator CRERAR: I think we must conclude from what you say that the 
association, when it is incorporated and gets going, will be giving some con- 
sideration to these problems we have raised. I think it is all for the good, and 
I am for your association 100 per cent. a i! 


The CHAIRMAN: Then I take it you are going to vote for the bill? ; 
Senator CRERAR: Oh, I think that would follow. 


Senator BoUFFARD: There is one question I would like to ask. In many 
provinces—and Quebec is an example—a young man studying for the bar 
receives his education at the university but that education is formulated by 
the bar association. At the end of the course the student has to pass the 
university examinations, but he then has to pass another examination before 
he can be admitted to the bar. This happens with respect to other professions 
as well. 

I would like to know whether there is any movement afoot to avoid the 
two examinations. Has consideration been given to the possibility of the legal 
and other professions agreeing with the universities that the student need pass 
only the one examination; that the passing of the examination set by the 
university would be sufficient for admission to the bar, or other professional 
institutions. At the present time such a student has to pass two examinations 
and, as a matter of fact, two kinds of examinations. I do not say that the 
bar formula is perfect—far from it—but it seems that the passing of the 
university examinations cannot be relied upon by the various law societies 
to qualify a young man for admission to the bar. Do you propose to discuss 
this matter? | 


Dr. Corry: Mr. Chairman, this is one matter that I think has not so far 
come before the Canadian Association of Universities and Colleges. There is 
no reason why it should not be taken up as a matter to be discussed, and if 
the committee appointed to look into it makes recommendations, then these 
can be sent to the universities and law societies for their consideration. I 
repeat that the objects are to serve universities and colleges in every possible 
way. 

Senator BOUFFARD: And the students? 

Dr. Corry: Yes. 


Msgr. GARNEAU: May I add one thing? In these matters we are dealing 
with the privileges of long established corporations such as the provincial law 
societies and medical associations. The regulations of professionel associations 
in the provinces may vary. In the Province of Quebec it has been understood 
with the College of Physicians and Surgeons that the fourth year internship 
operated by the university serves the purpose of the medical association, and 
is left at that. On the other hand, with the bar association the universities 
may carry through the course for the granting of a degree—and, as you 
know, Senator Bouffard, a degree can be obtained after the third year—and 
a law student is not admitted to the bar association before he has completed 
a further internship, shall I say, at the university, but at the end of that 
time he does not have to pass a really strenuous examination because he has 
already earned the degree. 

The question of agreements with professional associations is a matter 
that the association could discuss, but I do not think the association itself, as 
a national body, could solve the problems with respect to the various provincial 
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BP eociations. It could help the universities of the various provinces to look 
into these problems, and perhaps facilitate their entering into agreements with 
the professional associations. 

Senator Bourrarp: I think, Monseigneur Garneau, that if the Bar of 
Quebec was represented at the examinations given by the universities it might 
help in solving that problem, and would avoid the necessity for two examina- 
tions. As a matter of fact, the university examination is not too good, and it 
is not a recognition of the good teaching that is being given. I am sure that 
a close examination of this problem will lead to its settlement. 


Msgr. GARNEAU: I believe, Mr. Chairman, that the agreements with the 
medical association have gone further than those with the bar association. 
However, a similar arrangement could be worked out. 


Senator FERGUSSON: Mr. Chairman, I would like to ask one question of 
Dr. Corry or Dr. Andrew. Mount Allison University in New Brunswick, 
although receiving some very large donations and bequests, has set the number 
of pupils that it will accept during any one year at 1,200. At the same time 
that university is not remaining static because it is putting up some very fine 
new buildings, and the staff is being increased and, perhaps, improved. The 
purpose it has in mind is to get away from this tendency towards bigness, and 
to concentrate on trying to achieve excellence. I should like to know what you 
feel on this subject. Do you know of any other universities that are doing 
something similar—universities that have limited the number of pupils in 
order to improve the teaching they are giving? 

Dr. Corry: Mr. Chairman, I cannot answer the question with certainty. 
Queen’s University is limiting its intake, but it is doing this in association and 
in agreement with the Government of Ontario because it is thought that 
Queen’s University, confined as it is by the river and the town, simply cannot 
expand economically at the same rate as other institutions. But, what Mount 
Allison’s position is—whether it is a determination to go it alone, and remain 
small whatever comes—I cannot say. Probably there are not very many uni- 
versities and colleges in this country that will reach this determination. 
I wonder if Dr. Andrew has something particular to say about this. 


Dr. ANDREW: Mr. Chairman and Senator Fergusson, this is a determination 
of Mount Allison University. In the last few years there has been a renewed 
interest in what is called the liberal arts college as opposed to the university, 
and in the idea of limiting enrolment in order to concentrate on excellent 
undergraduates. The question of how many graduate schools a given area can 
afford is now a matter of some importance, and Dr. L. H. Cragg of Mount 
Allison University is very much interested in our having a discussion of this 
very subject—the role of the liberal arts college in relation to the university— 
at our next year’s conference, or at a special conference. There is a high 
degree of possibility that this matter will come up in the form that Senator 
Fergusson has referred to it, as a particular concern of the conference, over 
the next couple of years. 


Senator BURCHILL: May I ask a question, Mr. Chairman? 

The CHAIRMAN: Yes, Senator Burchill. | 

Senator BURCHILL: I presume there are many smaller colleges and uni- 
versities that are not members of this association? 

Dr. Corry: Mr. Chairman, Dr. Andrew will be able to give you precise 
figures. 

Senator BURCHILL: My question is this: Is it a function of the association 
to direct in any way the apportionment of the federal grant to the various 
universities? I know that a few years ago there was some dissatisfaction ex- 


pressed with the way the federal grant was distributed. Some of the smaller 
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colleges were not happy, and they blamed the larger institutions for taking | 
all the funds. Is that still the case? i 


Dr. ANDREW: Mr. Chairman, this is quite an involved matter. We are the 
agent for the distribution of federal grants. We are also charged by the legisla- 
tion to inspect the institutions that qualify for federal grants in order to make 
sure that they are offering education at the college or university level. To the 
best of our knowledge—and we have spent much time on defining a formula— 
we are not aware of any grievance with respect to the formula at the moment. 

There are institutions—for example, Red Deer Junior College in Alberta, 
which is affiliated with the University of Alberta—which, if they are recognized 
by the provincial universities, we do not have to inspect. Because of its 
affiliation with the University of Alberta, the Red Deer Junior College qualifies 
for a federal grant, and there are others which qualify through the parent 
university. Some of them were on the original list provided by the provinces, 
and they qualify directly. To the best of our knowledge, most of these problems 
have been sorted out, although I am never sure that a small affiliated institu- 
tion is entirely happy with its relationship with the government or its sister 
body. 


The CHAIRMAN: Senators, before I call for a vote on the bill I should 
tell you that the Law Clerk reports that the bill is in proper legal form. 
He has also given me a memorandum on another point that was raised in 
the course of the debate on second reading, namely, the question of the 
legislative competence of Parliament to enact a bill of this character. The 
memorandum of our Law Clerk with respect to this point reads as follows: 


In my opinion, the enactment of this bill is within the legislative 
competence of Parliament and does not constitute an invasion of the 
provincial sphere of jurisdiction in relation to “education” as set out 
in section 93 of the British North America Act, 1867. 

The bill assumes no legislative jurisdiction over education within 
any province, nor does it delegate any such jurisdiction to the proposed 
corporation. What it does is to give a formal charter—that is to say, 
give corporate form—to an unincorporated body already exercising 
similar functions which are nation-wide and thus clearly extra-pro- 
vinecial in. character. The objects of the proposed corporation are 
promotional only—to give aid and support to higher education in this 
country—and it is specifically provided that provincial laws shall be 
complied with by the Corporation. 

In my opinion, therefore, the bill does not constitute an invasion 
of the provincial legislative jurisdiction in the field of education or an 
interference with its autonomy in that field. Indeed, if Parliament does 
not possess the power to incorporate such an institution, it could not 
be incorporated at all in Canada, and it has been said more than once 
that, between them, Parliament and the provincial legislatures possess 
a totality of legislative power. (See, e.g., Lord Hobhouse in Bank of 
Toronto v Lambe (1887) 12 App. Cas. 575.) 

There are of course many precedents for the present type of 
incorporation, including the two religious bills passed by the Senate 
at the present session. Indeed, to refuse this bill on constitutional 
grounds could cast grave doubts on the status of a good many religious 
and eleemosynary institutions, both Catholic and Protestant, now in- 
corporated by Parliament and operating throughout Canada. 

As Laskin has said in his “Canadian Constitutional Law”, at DP. 
655:— 
“Provincial legislative authority in relation to education is not 
incompatible with federal authority in the field by way of grants 
in aid or institutional contributions.” 
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Moreover, the Massey Report of 1951 has this to say on pages 7 
and 8 thereof: — 


“There is no general prohibition in Canadian law against any 
group, governmental or voluntary, contributing to the education 
of the individual in its broadest sense.” 


Are you ready for the question? 

Hon. SENATORS: Yes. 

The CHAIRMAN: Shall I report the bill as amended? 

Hon. SENATORS: Agreed. 

The CHAIRMAN: Carried, 

Senator CAMERON: Mr. Chairman, before we adjourn, there is one 
distinguished member of this group whom I did not introduce. In view of 


the importance of research, I would like to introduce Dr. E. F. Sheffield, 
Director of Research of the Canadian Universities Foundation. 


Senator LEONARD: I feel we should pay a tribute to Dr. Sheffield for the 
work he has been doing, which has been of enormous help to all those 
interested in universities throughout Canada. 


Hon. SENATORS: Hear, hear. 


The committee adjourned. 
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ract from the Minutes of the Proceedings of the Senate, Wednesday, — 
te, 1964 eR sof 
I suant to the Order of the Day, the Senate resumed the debate on 
le motion of the Honourable Senator Smith (Queens-Shelburne), seconded 
by the Honourable Senator Inman, for second reading of the Bill S-44, intituled: 
n At t to incorporate The Royal College of Dentists of Canada”. 


‘After debate, and— 
The question being put on the motion, it was— 
Re solved in the affirmative. 


‘The Bill was then read the second time. 


; The Honourable Senator Smith (Queens-Shelburne) moved, seconded by © 
the Honourable Senator Molson, that the Bill be referred to the Standing Com- 
mittee on Banking and Commerce. 


The question being put on the motion, it was— 


od ve olved in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. 
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| MINUTES OF PROCEEDINGS 
oo WEDNESDAY, November 25, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 
-and Commerce met this day at 9.30 a.m. 


Present: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 
aubien (Bedford), Bouffard, Brooks, Burchill, Cook, Crerar, Croll, Davies, 
gusson, Flynn, Gélinas, Gershaw, Gouin, Hugessen, Irvine, Isnor, Kinley, 
bert, Lang, Leonard, McCutcheon, McLean, Molson, O’Leary (Carleton), 
arson, Power, Reid, Roebuck, Taylor (Norfolk), Thorvaldson, Vaillancourt 
and White.—(35) 


x Se attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


4 _ On Motion of the Honourable Senator Thorvaldson it was resolved to 
q Bill S-44, “An Act to incorporate The Royal College of Dentists of Canada”, 
| 
| 


ort recommending that authority be granted for the printing of 800 copies in 
inglish and 300 copies in French of the Committee proceedings on Bill S-44. 


was considered. 
The following witnesses were heard: 
Mr. Joseph H. Konst, Parliamentary Agent. 


Mr. Gordon D. Watson, Q.C., Counsel for the petitioners. 


i On Motion of the Honourable Senator Leonard it was resolved that 
the said Bill be reported with the following amendments: 


- Page 4, line 13: Strike out “its business and affairs” and substitute therefor 
“the business and affairs of the College”’. 


At 10.45 a.m. the Committee adjourned until 2.00 p.m. this day. 
- Attest: 


F. A. JACKSON, 
Clerk of the Senate. 
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WEDNESDAY, November 25, 1964. 


EGianding Committee on Banking and Commerce to which was referred 

$-44, intituled: “An Act to incorporate The Royal College of Dentists 
ada”, has in obedience to the order of reference of November 4th, 1964, 
amin ned the said Bill and now reports the same with the following amend- 


si 


Page 4, line 13: Strike out “its business and affairs” and substitute there- 
‘the e business and affairs of the College”. 


AL | which is respectfully submitted. 


SALTER A. HAYDEN, 
Chairman, 
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THE SENATE 


THE STANDING COMMITTEE ON BANKING AND COMMERCE 
EVIDENCE 


OTTAWA, Wednesday, November 25, 1964. 


The Standing Committee on Banking and Commerce, to which was referred 
Bill S-44, to incorporate The Royal College of Dentists of Canada, met this 
day at 9.30 a.m. 


‘Senator Salter A. Hayden (Chairman), in the Chair. 


The CHAIRMAN: The second bill we have before us is Bill] S-44, an act to 
incorporate The Royal College of Dentists of Canada. 


The committee agreed that a verbatim report be made of the com- 
mittee’s proceedings on the bill, 


The committee agreed to report, recommending that authority be 
granted for the printing of 800 copies in English and 300 copies in French 
of the committee’s proceedings on the bill. 


The CHAIRMAN: Mr. J. H. Konst is present as the parliamentary agent of 
the petitioners. I shall ask him to introduce the people who are appearing. 


Mr. J. H. Konst: Mr. Chairman and Honourable Senators, attending today 
before the Standing Committee on Banking and Commerce are Dr. Remy 
Langlois, Doctor of Dental Surgery, who is the president of the Canadian Dental 
Association; Donald Werden Gullett, Doctor of Dental Surgery, and Secretary 
of the Canadian Dental Association: William Gordon McIntosh, Doctor of Dental 
Surgery, assistant secretary of the Canadian Dental Association; Mervyn Allen 
Rogers, Doctor of Dental Surgery, Chairman of the Committee on Specialists 
and Specialization, and Mr. Donald George Watson, Q.C., of Toronto, the solicitor 
for the Canadian Dental Association. 


At this time I will ask Mr. Watson to speak to you. 


The CHAIRMAN: Just a moment. Senator Smith, you are the sponsor of this 
bill. Have you anything that you want to say at this time? 


Senator SMITH (Qweens-Shelburne): No. I have nothing to say at this time. 
It is in good hands. 


The CHAIRMAN: Certainly, it will be in good hands with Mr. Watson. 


Mr. Donald George Watson, Q.C.: Mr. Chairman and members of the 
committee, the dental members of the upper chamber who explained the pur- 
pose and intent of this bill on second reading in the Senate covered the subject 
So fully that my task can be very brief. 


I should tell you that the college, the incorporation of which is sought by 
this bill, is, first, not a teaching body. It is not concerned with teaching as such, 
it is not a licensing body, and it is not a disciplining body. Those are functions 
of the various provincial associations, and provincial organizations to which 
control of the profession is entrusted in each province. 
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re I should indicate that this college 1s organized simply as something» 


. will provide an accolade of achievement to a man who has won his spurs i 
? province in which he is licensed. It is a recognition of excellence in the pr 


fession. i 

This bill is patterned on, and attempts to parallel very closely, the 1 

which incorporated some 40 years ago the Royal College of Physicians an 

aK Surgeons. We hope to have the same situation in the dental profession as exists 
in the medical profession. _ Bai 

Each of the provincial associations, responsible for the administration of 

the profession in each province supports the bill now before you. The bill is 

engendered and sponsored by the Canadian Dental Association which repre- 

sents 99 per cent of all dentists in every province in Canada. The bill is the 

result of four years of study under a committee under the chairmanship 

Dr. Rogers. It has received careful consideration and support. We come bef 

you now asking that the bill be approved in the form in which it is submitted, 

subject to one minor amendment suggested by counsel to the committee. ae 

On page 4, line 4, clause 11, the bill reads “for the government and man- 

agement of its affairs”. This might lead to the conclusion that the word “ite 

refers to the affairs of the council rather than to the affairs of the college. 

Therefore, it is proposed to amend it so that the clause will read ‘‘for the gov- 

ernment and management of the business and affairs of the college’. That 

amendment has been suggested and it is quite acceptable, I understand, to the 

sponsors and petitioners for this bill. e 


The CHAIRMAN: Is the amendment agreed to? 
Hon. SENATORS: Agreed. a 


a 


The CHAIRMAN: This bill follows the main outline of others pills we have 
iz had. Are you ready to report the bill without amendment? a 
Hon. SENATORS: Agreed. 


The committee adjourned. 
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Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
November 4, 1964: 


“Pursuant to the Order of the Day, the Honourable Senator McCutcheon, 
P.C., moved, seconded by the Honourable Senator Choquette, that the Bill 


S-45, intituled: “An Act to incorporate Canadian Institute of Actuaries”, be 
read the second time. 


After debate, and— 

The question being put on the motion, it was— 
Resolved in the affirmative. 

The Bill was then read the second time. 


The Honourable Senator McC 
ourable Senator Choquette, that 
on Banking and Commerce. 


utcheon, P.C., moved, seconded by the Hon- 
the Bill be referred to Standing Committee 


The question being put on the motion, it was— 


Resolved in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. 


2167613 


i ron a, E 4 ‘ 7 
V4: xa aha ; ay ty f iy ue 
| 58 MINUTES OF PROCEEDINGS 
mae. , 
aa WEDNESDAY, November 25, 1964. 
suant to adjournment and notice the Standing Committee on Banking 
merce met this day at 9.30 am. ‘ “ier ay ee Rew Nie 


ent: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 
en (Bedford), Bouffard, Brooks, Burchill, Cook, Crerar, Croll, Davies, Ree 
ergusson, Flynn, Gelinas, Gershaw, Gouin, Hugessen, Irvine, Isnor, Kinley, the, 
nbert, Lang, Leonard, McCutcheon, McLean, Molson, O’Leary (Carleton), — ‘en 
Pearson, Power, Reid, Roebuck, Taylor (Norfolk), Thorvaldson, Vaillancourt 
1 White.—(35) m 
; 


oo a. 
In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary _ a: 


uns 


i] 
£7 by ae 


< . 
Ose 
Arts 


¢ 


é 


O) | Motion of the Honourable Senator Croll it was resolved to report on #H 
ommending that authority be granted for the printing of 800 copies in 
iglish and 300 copies in French of the Committee proceedings on Bill S-145. 
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Bill S-45, “An Act to incorporate Canadian Institute of Actuaries”, was _ 
ed. 


The following witnesses were heard: 
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Mr. R. Humphrys, proposed Vice-President. 


Mr. G. J. Gorman, Parliamentary Agent. 
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_, Mr. E. S. Jackson, Chairman, Committee on Accreditation and Qualifi- | 
cation of Actuaries. es 
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On Motion of the Honourable Senator Baird it was resolved that the said) saree 
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re 
r* 34 


At 10.45 am. the Committee adjourned until 2.00 p.m. this day. 
iJ *: 


F, A. Jackson, 
Clerk of the Committee. 


REPORT OF THE COMMITTEE 
WEDNESDAY, November 25, 1964. 


The Standing Committee on Banking and Commerce to which was re- 
ferred the Bill S-45, intituled: “An Act to incorporate Canadian Institute of 
Actuaries”, has in obedience to the order of reference of November 4th, 1964, 
examined the said Bill:and now reports the same without any amendment. 


All which is respectfully submitted. 
SALTER A. HAYDEN, 
Chairman. 
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a The Standing Committee on Banking and Commerce, to which was referred 


§-45, to incorporate Canadian Institute of Actuaries, met this day at 
) a.m. 


‘Senator SALTER A. HAYDEN (Chairman), in the Chair. 


___ The Cuarrman: I call the meeting to order. The first bill we have to con- 
sider this morning is Bill S-45, an act to incorporate Canadian Institute of 


. 
*u 


Pi The committee agreed that a verbatim report be made of the com- 
_ mittee’s proceedings on the bill. 

iy The committee agreed to report, recommending that authority be 
granted for the printing of 800 copies in English and 300 copies in 
f French of the committee’s proceedings on the bill, 


‘The CHAIRMAN: Senator McCutcheon, you sponsored this bill in the Senate. 


€ you anything you would like to say at this time before we hear from 
Se who are appearing in support of the bill? Perhaps I should tell the 


am Eckler, member of the Committee on Accreditation and Qualification 
‘uaries; and Mr. Leon Mondoux, a member of the Committee on Accredita- 
and Qualification of Actuaries. 


i 
Senator McCurcuHeon: I have nothing to say in addition to what I said in 
Senate, Mr. Chairman, other than to mention that in addition to being one 
ne sponsors of the bill Mr. Humphrys is also the Superintendent of 
asurance. Mr. G. J. Gorman is here as Parliamentary Counsel. I think Mr. 


nphrys will make an opening statement, and I suggest that he be now 
d to do so. 


The Cyarrman: Yes. Mr. Humphrys, would you make your opening 


Mr. Richard Humphrys, Superintendent of Insurance: Mr. Chairman and 
onourable Senators, the President of the Canadian Association of Actuaries, 
| body that is asking for this incorporation, was to appear as head of our 
gation. Unfortunately, due to illness, he is not able to come, and conse- 
otly I, as vice-president, am speaking in his stead. 
‘I should say first that I am interested in this bill from two aspects—as an 
ary, a Fellow of the Society of Actuaries, a member and officer of the 
adian Association of Actuaries, and as the Superintendent of Insurance. 
1e latter capacity I am, of course, vitally interested in questions relating 
‘Me solvency and financial standing of insurance companies, employees’ 
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pension plans, fraternal benefit societies, and all questions requiring actue 
advice to the Government and Government departments, since the act 
branch of the Department of Insurance acts in this regard. se 


I think that my remarks to this committee should be coated ing the 
aspects as they appear from the point of view of the Insurance Departm 
I would like to leave to Mr. Jackson, who is a member of the council of the 
present association, and also chairman of the committee of the association 
that has studied this matter for some years, to speak on the questions relating 
to the profession as a whole in Canada, and the significance of this move id 
the profession. “if 4 

From the point of view of the Department of Insurance and the insurance 
statutes there has always been great importance placed on the qualificatio: n 
of actuaries. In the statutes real responsibilities are placed on actuaries for 
producing actuarial reports, and for completing the actuarial calculations 
that are necessary in connection with insurance and pension plans. These 
matters have long been recognized in the statutes. In fact, of my five predeces- 
sors in the office of Superintendent of Insurance four have been actuaries. 
including the first Superintendent appointed in 1875. Until 1919 there was: 
specific definition of an actuary in the federal statutes. Prior to that tim 
actuarial reports were made, and life insurance companies, in their own in- 
terests, had established standards of qualification for their own actuarial staffs. 
In the years preceding 1919, however, a good many problems arose in connec- - 
tion with fraternal benefit societies. Many of these societies had been organized 
and started with inadequate actuarial advice and as a result many pana ‘ul 
reorganizations took place to avoid complete failure. “ 


In 1919 there was an extensive amendment to the Insurance Act to set up ) 
a stronger framework of supervision for fraternal benefit societies. The variet 
of societies then existing made it impracticable to prescribe bases of reseryv 
in the statute: and accordingly the approach taken was to require reports and 
valuations by qualified actuaries and to require these reports to be submittg’ 
to the Insurance Department. 


Included in the reports, as a requirement, was a personal prota al 
certificate on the part of the actuary certifying to the adequacy of . 
reserves. a 


This of course made it vital that the actuaries submitting these repo! 
should be of a high standard. Accordingly, the legislation at that time defin 
an actuary for the purposes of the law to be a Fellow of the Actuarial Soc 
of America, or of the Institute of Actuaries in Great Britain or of the Fac 
of Actuaries in Scotland. These were the three recognized actuarial bo 
which had members active on this continent. They all had examinat 
to qualify members, and membership of these bodies was recognized as being 
the highest standard of actuarial qualification. 


Senator BuRCHILL: Before you could join one of these institutes that y ou 
speak of, you had to pass certain examinations? P 


Mr. Humpurys: That is correct, senator. Each of the three organizations 
had an extensive pattern of examinations to ensure a high standard Ol 
qualification. ; 4 

At the time that legislation was adopted there were transitional provisillg 
to take care of those who had been making actuarial reports in previous yea ar 
but who did not meet these particular qualifications. 


Those definitions have continued practically unchanged to the present 
time, but the transitional provision was dropped in 1950 as being no lo 
necessary. All persons making actuarial reports of this type are able now to 
meet the qualifications prescribed at that time. P 
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es as to the adequacy of contributions and the calculation of liabilities. 
as led toa prescription of a standard of actuarial qualification along the 
f that included in the Insurance Acts. 


In the department’s own staff the same standard of qualification is re- 
red in the senior actuarial positions. Thus, all through the work of the 
artment it is vital to have a standard of actuarial qualification and com- 
I ency and integrity that enables the department to rely on the quality of 
the actuarial work and actuarial reports submitted. 


© _ The department welcomes this move to recognize in more formal fashion 
a Canadian organization of actuaries. Hitherto there has been no organization 
anada that prescribes a standard of membership such that it could be recog- 
ed in federal statutes and still maintain the high standards that we now 
e. We therefore welcome this move and we hope that the new organization, 
f it is approved by Parliament and becomes organized, will provide a means 
of establishing a standard of actuarial competency and training by reference 
to a Canadian body. 
_ While our present definitions are in terms of nonresident societies it should 
be made clear that the Society of Actuaries, although incorporated in the 
United States, is truly an international body, because it has a recognized { 
standard on this continent and Canadians seeking to become professional 
aC’ uaries write the examinations of this society and qualify for membership 
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4s Canadians have always taken an active part in the affairs of the society, 

being on the Board of Governors. frequently being the head of the society, 

and being active in all its committees. 

_ Mr. Chairman, that completes the remarks I would like to make from 

viewpoint of the Department of Insurance. If the honourable members would | 
e to hear any further remarks as respects the profession as a whole, Mr. 

Jackson will be glad to deal with that aspect or answer questions in that regard. 


_ Senator Rorsuck: In clause 4 of the bill you say: x 
$ *® (1) In addition to the general powers accorded to it by law 
Bei 
To v hat do you refer? Is it the common law or any special law? | t 
Mr. Humpurys: I would say that the reference is to the general powers : 
th it a company incorporated by special act would have, under the Com- ‘3 


‘ +i 
nies Act. 


1 8 ; 
“a Senator Rorpuck: That is what you mean by that—what you get in the } 

Companies Act? 

_ Mr. Humpnrys: Yes. 

ie 


_ Senator Rorsuck: And you are an incorporated body now, are you? 


| Mr. Humpurys: No. K 
Senator ROEBUCK: But you will be when this bill is passed? mes tn 
_ Mr. Humpnrys: Yes. a ye mn 
Senator Rorsuck: When this bill is passed, will you have a monopoly of 
name “actuary”? ie 


_ Mr. Humpurys: No, sir. 


- Humpurys: That is correct. There is nothing in this bill that would ; if 
ent anyone from calling himself an actuary. 
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Senator RorBuck: I see also that you are reserving to yourselves the 
power to pass by-laws, setting out who shall be members, and: 


The number and qualification of the members, the various classification 
of members, the voting and other rights attaching to each classification 
the conditions of, circumstances and manner of entry into and termina- 
tion of membership and generally the conditions, privileges and obliga- 
tions attaching to membership in the Institute, shall be See as may be 
determined from time to time by its by-laws. a 


That is to say, you are not stating in this bill what the conditions of member- 
ship shall be, what the privileges are that you claim for yourselves, or anything 
else. It is wide open for you to state what you please about membership, 
privileges, qualifications and all that sort of thing. Do you think that ought to 
be in the bill? Should we not know something about what you are going to do, 
before we give you power to do it? i 

The CHAIRMAN: This is ordinarily done in this fashion, senator, in pi 
bills. 

Senator RoEBUCK: I do not think it is as wide as that, by any means. 

Senator McCuTcHEON: You have a group of persons coming here to be 
incorporated for the purposes designated in the bill. There is nothing unusual. 


Senator RoEBUCK: But the purposes are not designated in the bill. That is 
the point I am making. 


The CHAIRMAN: See clause 2 of the bill. 


Senator McCutcHEon: They come here and there is nothing monopolistic 
about it. As the witness has said, any person is entitled to call himself an 
actuary hereafter, just as he has been entitled to call himself an actuary hereto- 
fore. Surely it is within the normal powers for this group to determine who 
shall be the future members. The initial membership is spelled out in the clause =) 
to which you were referring. i 


Senator Rorpuck: Following that general power, undefined or almost unde- 
fined, you state it shall have the general powers accorded it by law, and then 
you add to that all such powers as you care to give to yourselves by by-law. 
On top of that, you add this: , 


Members of the Institute may designate their membership or class 
of membership therein by appending to their names such abbreviations, 
not contrary to law, as may be provided in the by-laws of the Institute. — 


I suppose that the letters on which you will finally settle will include the initial 
at least of the word “actuaries”. q 


Mr. Humpurys: I would expect that would be so, senator. 

Senator RorBpuck: And when you have settled on the letters to follow you r 
name, will that not be exclusive? 

Mr. HumpuHrys: No. We would not so interpret it. 

Senatcr RoEBUCK: You have stated in the act that you have the right to 
choose the letters. What letters are used now? 


Mr. Humpurys: The present organization does not have in its by-laws a ‘ y 
specific designation of letters; but the other organizations establishing qualifica- 
tion of actuaries use letters to designate membership in the society. The 
Society of Actuaries use the designation F.S.A.—Fellow of the Society of 
Actuaries; the British Institute uses F.I.A.—Fellow of the Institute of Actuaries; 
and the Scottish organization uses F.F.A.—Fellow of the Faculty of Actuaries. 


Senator RoEBUCK: I suppose it is obvious what letters you would use? 
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ir. HUMPHRYS: It would be a matter for by-law, but I would think letters 
yu d designate the name of the organization—probably Fellow of the 
nadian Institute of Actuaries. 

_ The CHAIRMAN: Senator Roebuck, while on that point, there was a question 
sed on second reading about the use of these letters. I have the opinion of 
ur Law Clerk, and I think this is the proper place to read it. He states as 
follows: 

Te: In my opinion, this bill is in proper legal form. 


ie However, a question was raised in the debate on second reading 
ee of this bill as to the propriety of permitting members of the Institute 


I eee to append abbreviations to their names. 
rot In my opinion, such appendages would be for identification only and 


% would not be tantamount to the conferment of a university or college 
er degree. Moreover, I find that such a provision was made without 
RS 5 precedent, in that similar provision was made with respect to the 
fee Royal Architectural Institute of Canada: see section 6 of chap. 87 of 
| the Statutes of 1955. 


|. ie 
oe Senator Isnor: Mr. Chairman, I should like first to ask Mr. Humphrys: 


- (a) how many members of his staff are qualified under the terms of this 
| ‘bill as actuaries; (b) what effect the bill would have on the carrying out 


of the duties of his staff. 

- Mr. Humpurys: On our staff we have 15 employees who are members of 
| the Canadian Association of Actuaries. All of those persons would become 
-members of this organization, because one of the provisions of this bill would 
_ include in the new organization all members of the existing association. Ten 
_ Members of our staff are fellows of either the Society of Actuaries, the In- 
_ stitute of Actuaries, or the Faculty of Actuaries, and five members are as- 
| sociates of the Society of Actuaries. 

ft Senator RoEBUCK: Would the latter class, which you have just mentioned, 
_ be included? 

| Mr. Humpurys: The latter class would be included, yes, sir. 

|. As to the effect on our staff of the enactment of this bill: it would not 


el 
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| have any immediate effect, and in the future we would continue to require 
| a standard of qualification and training of the same quality as we now require 
_ for appointment to our senior actuarial positions. I would hope and expect that 
this new body, if formed, would establish qualifications for its membership 
such that it would be possible in the federal statutes and in requirements for 
| staff qualification, to recognize membership in the Canadian Institute of 
_ Actuaries as being an adequate standard of qualification. 


. Senator Crouut: Mr. Humphrys, relating to Bill S-44, to incorporate the 
_ Royal College of Dentists of Canada, which is to follow this bill, its members 
are graduates of a recognized dental school in Canada, in the same way as are 
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Members of the medical and legal professions. The persons to be covered by © 
this bill appear to be members of any one of three societies, namely, the 
_ American, British or Scottish, which are completely outside of this country. 

| _ Mr. Humpureys: Yes. 

Senator CROLL: And whatever qualifications or examinations that were 
“hecessary to take, they took, and became members? 


| Mr. Humpurys: Yes. 
a * 


we: Senator CROLL: In addition to the powers which Senator Roebuck pointed 
‘out, such as passing by-laws from time to time, once you incorporate you will 
also be in a position to allow them to attach abbrevations, whatever they may 


be, to differentiate them. Moreover, you may make it a first or second-class 
pe oe 
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membership, whatever it might be, which I ao not nanderstadee ‘Does t 
put you in much the same position as these faculties to which I made reference’ 


Mr. Humpurys: It contains that capacity, Senator Croll. Up to the pres | 
time, there has been no body in Canada establishing a standard of examina 
or training or qualification as an actuary. Accordingly, Canadians seekin 
enter the profession turn to one of these three recognized bodies. By reas 
of our close association with the United States, Canadian generally seeking t 
status have turned to the American body. It has become very much an interna. 
tional body because of the large participation of Canadians in its membership. 
As a matter of fact, Canada has long done quite a good export trade in actuaries 
to the United States. Bh 

While the basic qualifications and techniques of actuaries are international, 
I believe that as a country grows in size and develops economically it create iS 
its own economic environment, to a point where gradually, but steadily, knowl- 
edge of the local conditions and environment becomes of increasing importance 
in dealing with matters requiring actuarial advice. Therefore, I think it 
sound move to increase the stature of the Canadian organization of actuar 
so that in the future, if it appears desirable, the organization can take to its 
some of the steps having to do with accreditation of actuaries for which we 
rely on these bodies in other countries. ‘ a 

Senator CRoLL: But, Mr. Humphrys, a man who graduates from the faculty 
of dentistry is a dentist, and having graduated, becomes first class. Of cour 
he may become second class later on. But you undertake to designate member 
ship, or class of membership. 4 

Mr. Humpurys: Yes, sir. I can explain that. In view of the circumaeain 
now existing within the actuarial profession, the three bodies to which we h 
referred, each have two classes of membership, namely, “associate” and “fel- 
low”. The associates have passed a number of the examinations, leading to a 
certain standard. The fellows have passed a further series of examinations 
These are the two classes of membership that are common in the profession as 
it now exists. 

Senator McCuTcHEON: Such as B.A. or Ph.D. 

The CHAIRMAN: Yes, or such as B.A. or M.A. 


Mr. Humpurys: The reason for different classes of membership is witl 
that particular possibility in mind and recognition of the traditional method 
of qualification within the actuarial profession. « 

Senator CROLL: Well, you say there is nothing here to prevent any man 
who is not a member of any of these organizations from practising as an actua y, 
and there are some in this country who do that? 


Mr. Humpurys: There may be; there are very few. 
Senator CROLL: I would not know. Would you not know as a membeniin 
Senator LAMBERT: Ten, according to the sponsor of the bill. 
Senator CROLL: I asked how many are not members. 


Senator McCutTcHEon: Members of the association number some 500 
I know of no person today practising as an actuary who has not the qualifica- 
tions to belong to the association. As Mr. Humphrys said, there may be ons 
two, but the fact is that they are not recognized, and have not bee 
recognized, since 1919, by the Government of Canada or by the Depart 
of Insurance. In 1919, as Mr. Humphrys said, there were some transitio 
provisions put in the act so that people in feet situation could continue 
certify statements for governments and for government departments. 
1950 it was decided that they would all be regarded as such and so those 


provisions were discontinued. a> 
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AIRMAN: But there is no statutory limitation, What you are talking 
I at there are standards established for jobs in the government 
: ‘or corporate work, and for life insurance companies. If one doesn’t 
to those standards one just doesn’t get the job. 


Senator ROEBUCK: I suppose when you have certain obligations attached 
embership they will include the fees which you charge on entrance to the 
rar . . . . . 

ofession. But there is no limitation on the amount you may charge? 


_ Mr. Humpurys: It will be for the members themselves to decide, senator. 
eet | Senator RoeBuck: I suppose other societies do the same. 
’ amr 
_ The CHarrman: Even the Law Society. 


i _ Senator ROEBUCK: Yes, it is increasing, too. It is now $175 for this year. 


ie $70 covers the right to practise and $100 covers defalcations of other 
ppled lawyers. 


_ Senator LAMBERT: I would like to draw attention to the second clause of 
he bill, subsection (b): “to promote the application of actuarial science to 
an affairs”. I assume that in the past this has been, as indicated in the 
st paragraph of the bill, a voluntary association for the purpose of cultivat- 
g high professional standards within the profession itself. This incorporation 

uld tend to create a higher standard than exists at the present time. In 
other words, special issues and special problems would become attached to 

_ the application of actuarial science to human affairs. In the past has the 
; Association of Canadian Actuaries presented their point of view, or can you 


give us an example of such, to Parliament or to a parliamentary committee 
1 relation to this? 


Mr. Humpurys: The Association as such has not put forward any views. 
t has been the practice of the Association, and in fact a strong principle of 
S organization not to present views as an association. It has been regarded 
an association of professional actuaries, to meet and exchange views and 
nhions among themselves and to discuss matters of concern to them. It was 
o to concern itself with the entry into the profession of new recruits, and 
» standards of qualification. But because of the variety of membership and 
2 variety of views, it has been felt that actuaries presenting representations 
ould present them on the basis of their own professional standing and on 
ir Own personal responsibilities. As a consequence, up to the present, at 
st, the Association has not expressed views as an association. 

Where requests have been received by the Association for an expression of 
Ws on actuarial matters, the procedure adopted has been to put forward the 
mes of some members of the Association who have taken a particular in- 
terest in or are particularly qualified to deal with the matters concerned, and 
to have them, in their individual professional capacity, put forward their views. 


c Senator Lampert: In connection with this incorporation, would the cor- 
ration under this subsection (b) of section 2 consider itself obliged morally 
r otherwise to express its opinion or views on subjects that would be related 
) Human affairs, for example, legislation? 

Mr. Humpnrys: It is not the present intention to have the organization of © 
actuaries as such express views. It would be our hope, however, that with the - 
reasing stature of the organization it could take steps that would result 
‘public recognition of the profession of actuary, and would result in a greater 
ndency on the part of businesses and governments to turn to actuaries with 
Tecognized standard of qualification for views in matters where actuaries are 
ricularly qualified to advise and give opinions. 


Senator Crotu: As a matter of fact, actuaries are now expressing their 
S$ on human affairs in connection with the Canada Pension bill. 
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Senator CROLL: In that respect you are already in business. In claus 
subclause (2), I note the words “not contrary to law’’ what does that mean‘ 
I know of no law either pro or con that I can think of at the moment. a 

Senator McCuTcHEON: I suppose they could not designate themselves a 
Ph.D.’s. That would be contrary to law. a 

Mr. Gregory J. Gorman: What we had in mind in drafting that was tha it 
there are certain designations such as M.D. to designate medical doctor, and 
of course this institute will be precluded from using any initials in that. 
category. It was felt that as a precaution we should put that phrase in that 
particular clause of the bill. a 

The CHAIRMAN: They could not say, for example, they were D.A. ‘St i 
of actuaries. In fact the expression D.A. has another connotation. 

Senator RoEBUCK: Somebody pointed out that lawyers charge fees, but. 
the lawyers police their own organization. I know what a distasteful business 
it is to have to throw somebody out by the back of the neck. Would this 
association have any powers or is it its intention to police its organization as the 
lawyers do? 

The CHAIRMAN: You mean discipline? ; 

Senator RorBuck: Yes, and the dismissal of members for professional 
misconduct. 4 

The CHAIRMAN: There is an expression in clause 5 which speaks of terms 
of membership. bY 

Mr. E. S. Jackson: There is a distinction here between an actuary and a 
member of the medical profession or the legal profession or a charter 
accountant. The right to practise medicine is limited by law, but anybody can 
call himself an actuary and practise as an actuary. We hope through publicity 
to make the public realize that there is a Canadian Institute of Actuaries, 
incorporated by act of Parliament, and we hope to make them aware of this, 
and that all leading actuaries in Canada are members of this organization. 
This is a protection to the public so that if there is a member calling himself 
an actuary but who is not a member of the organization the public thi 
“Tet us look into him and see if he has that expertness or not.’ But, he can 
still practice as an actuary. 

So far as the profession within the group is concerned we plan—and this 
is only at the exploratory stage at present—to have a code of ethics. We plan 
to have a body of actuaries within our association that conducts itself in 
proper manner. This is only in the planning stage, but we have the intention 
of setting up a code of ethics, and if people do not conform we shall throw 
them out of the organization. Of course, at the present time, if such a person 
were thrown out of our organization that would do nothing to his livelihood. 
It might hurt his reputation, and we would hope it would. 


Senator RorBuck: I think that is an answer to my question. q 


Senator CrRoLL: Mr. Humphrys, suppose I want to become an actuary and 
you say to me: “We are sorry; we will not have you.” You could say that ice 
many reasons. Perhaps I am not competent— : 


Senator RorpucK: They might not like the colour of your hair. 
Senator CROLL: Yes. What is my recourse in that event? 


Mr. Humpnurys: Are you raising your question, Senator, in connection - 
with reports that might be acceptable to the Department of Insurance, or are 
you raising your question with respect to practice as an actuary in Canada? 


Senator CROLL: I am not talking to you now in your other capacity. 
Suppose I have been calling myself an actuary for some time. I may not be 


a 
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u lified, but that does not make any difference. I want to become an 
7, but for some reason or other you say: “No.” What recourse is there for 
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ir. HUMPHRYS: There is no recourse, but on the other hand that does 
: top you from continuing to do what you are doing. 


Senator McCurcueon: Or from calling yourelf an actuary. 


~ Senator CROLL: Except, as Mr. Jackson has indicated, you have established 
ose few designated letters as being the mark of an actuary suitable to be 
accepted across the country, but for these other people there is no recourse at 
all. Such a person must take whatever the actuarial society decides? 


Mr. Humpurys: Yes, sir. 


_ Senator CroLu: May I just follow that up? In our general legislation—the 
legislation that governs you in the department—is that a course that is fol- 
_ lowed 
| Mr. Humpnurys: Yes, sir. We consider that so far as the public statutes 
are concerned, where they rely on reports and calculations made by actuaries, 
it is most important in the public interest to see to it that the persons who are 
Ay making those reports—the persons upon who we rely to produce adequate 
and sound calculations—are persons of the highest standard of qualification. 
. ~ Senator CRoLL: Yes, but the man I am talking about has no recourse to 
| the courts. He has no recourse to any body. He must abide by the decision 
| made, and it is final? 
a _ Mr. Humpnurys: That is correct, sir, but Parliament has made the decision 
in the statutes, and has designated a standard of qualification. 

_ Senator Crouiu: Parliament has nothing to do with the drawing up of by- 
laws. You draw them up. 
__ Mr. Humpureys: Yes, but in the statutes that now exist, in which actu- 
[ aries are defined as being members of these three existing organizations, this 
_ Particular distinction has been made, and Parliament in so designating is rely- 
ng on the standards for membership established by these organizations. So 
g as those standards are sound then Parliament is justified, in my opinion in 
relying upon them, but if those standards were reduced then changes would 
: a ve to be made. 
ee Senator CROLL: By “Parliament” you mean “the Government’? 
_ Mr. Humpurys: No, I am referring to Parliament when it passed the 
/ Insurance Act, for example. 
Senator Crotu: To what section of the Insurance Act are you referring? 
_ Mr. Humpurys: Section 100 reads: 


The term “Actuary” in this Part means a Fellow by examination 
of the Institute of Actuaries of Great Britain, the Faculty of Actuaries 
in Scotland, or the Society of Actuaries. 

i ft Senator CroLL: Yes, and the purpose of this bill is to follow that definition? © 
_ Mr. Humpuerys: Well, the purpose of this bill is to establish a Canadian © 
‘ganization which will establish its own qualifications for membership. It is 
ae intention to use these qualifications at the present time, but the organiza- 
tion would not be restricted to these. If it wished to set its own examinations 
or to establish some other qualification for membership then it would be open 
i > it to do so. But, in this definition Parliament is relying on the standards of 
Qualification imposed by these societies for their own members. 


‘Mr. Jackson: Could I speak on that particular point? It seems to me, 
ne ator Croll, that the fear you have is caused by the fact that at the present 
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they become an associate of the society, and when they pass one more they 


to custom in Canada and the United States. 
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time in Canada anybody can call himself ae actuary. We propose! e 
this fear by at least having a Canadian organization to which anybody. 4 
feels he is entitled to call himself an actuary can apply for membershi 
will not have to apply for membership in a foreign society. x 


Wie 
Senator CroLLt: There is nothing we can do about foreign organizat this 
They are not part of the scope of our investigation, but sooner or later is 


I put to you the proposition that at some time for some reason that may | ¢ 
good someone will have a grievance, and he has no place to go except b 
to the organization. There is no room for appeal to any other body in Cana 


Senator FLYNN: I suggest as an answer to the objection raised by Sen 
Croll that the actuarial profession is not at present regulated under province! 
laws. The provincial legislatures are the bodies which regulate the practice of 
any profession. If the institute does not establish standards that are fair to all 
actuaries then any legislature can set up regulations. They can pass law 
regulate the practice of the actuarial profession in any given provinces. 
institute as contemplated is the same thing as the Canadian Bar Associat 
which is founded upon the provincial bar associations. At present there is no 
such thing so far as the actuarial profession is concerned, but it will come. 

The CHAIRMAN: Senator Baird? Ve 

Senator Barrp: I move that the bill be reported without amendmen 

Senator THORVALDSON: I second that motion. 

Senator BourrarD: I understand that Laval University ride 
actuaries last year who were all taken up by insurance companies. Will th 
people who have passed examinations be ipso facto members of the associat 
or will they have to pass some other kind of examination? 

Mr. Jackson: The situation in Canada and throughout the world—at iZ 
in the United States, Canada and Great Britain—is that universities ; 
courses in actuarial science, but they are only in the preliminary area 
straight mathematics. No university gives a course in all aspects of actua 
science. The procedure at Laval, Queen’s, the University of Toronto and 
University of Manitoba, which are the pre-eminent universities giving s 
courses in Canada, is that the students are required to take a general cot 
when they are at the university, and they pass three or four of the actua 
examinations of the Society of Actuaries. Then, when they pass one m 


become fellows. This is how actuaries in Canada become qualified. 
university degree by itself does not qualify a man as an actuary, accord 


The CHAIRMAN: There is a motion before the committee to report the b ui 
without amendment. Are you ready for the question? Shall I report the pill 
without amendment? 

Hon. SENATORS: Agreed. 

The CHAIRMAN: Senator Smith, you were sponsor of this bill. Have - yout 
anything to say at this time? | 

Senator SMITH (Queens-Shelburne): I have nothing to say. I think the 
matter is in good hands. 9 

The CHAIRMAN: It certainly will be in good hands with Mr. Jackson. 

Mr. Jackson: Mr. Chairman, and honourable members of this committee, 
the dental members of the upper chamber who explained the purpose 
intent of this bill on second reading in the chamber, covered the subject 
fully that I think my task can be very brief. I should point out to the commi 
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is, first, not a teaching body, it is not concerned with teaching as such, it is 
| licensing body, it is not a disciplining body. Those are functions of the 
rious professional associations and professional organizations to whom con- 
of the profession is entrusted in each province. 
3 a should indicate that this college is organized simply as something that 
will provide the accolade of achievement to a man who has earned his spurs 
the particular province in which he is licensed. It is a recognition of excel- 
nce in the profession. It is patterned on, and attempts to parallel very closely, 
e bill which incorporated some 40 years ago the Royal College of Physicians 
id Surgeons, so that we hope to have the same situation in dental profession 
as exists in the medical profession. 
_ Each of the provincial associations thus responsible for the administration 
the profession in each province, support the bill which is now before you. 
e bill is sponsored and engendered by the Canadian Dental Association, 
which represents 99 per cent of all dentists in every province in Canada. The 
gil] is a result of four years of study under a committee under the chairman- 
ship of Dr. Rogers. It has received very careful consideration and support. We 
come before this body now, asking that the bill be approved in the form in 
which it is submitted, subject to one minor amendment suggested by counsel 
to the committee. On page 4, line 4, clause 11 now reads: “for the government 
nd management of its business and affairs”, which might lead to the con- 
lusion that the word “its” referred to the affairs of the council rather than to 
he affairs of the college. It is proposed to amend that so that the clause will 
read “for the government and management of the business and affairs of the 
college’. That amendment has been suggested and it is quite acceptable, I 
‘understand, to the sponsors and petitioners for this bill. 
_ The Cuarrman: Is that amendment agreed? 
_ Hon. Senators: Agreed. 


- The Cuarrman: Are there any questions to Mr. Watson? This bill follows 
the main outline of other bills we have had. Are you ready to report the bill, 
ith the amendment? 


BY Hon. SENATORS: Agreed. 


The CHAIRMAN: It is carried. 
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et from the Minutes of the Proceedings of the Senate, Wednesday, 
er 4, 1964: 

rsuant to the Order of the Day, the Honourable Senator Thorvaldson 
es seconded by the Honourable Senator Macdonald (Cape Breton), that _ 
ll S-46, intituled: “An Act to incorporate Settlers Savings and Mortgage © 
tion”, be read the second time. 


Le 
A £4 


After debate, and— 
The question being put on the motion, it was— 


A, 


Resolved in the affirmative. 


The Bill was then read the second time. 


The Honourable Senator Thorvaldson moved, seconded by the Honourable 


or Macdonald (Cape Breton), that the Bill be referred to the Standing 
ittee on Banking and Commerce. 

‘a e 
The question being put on the motion, it was— 


J. F. MacNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, November 25th, 1964. 


BA - Pursuant to adjournment and notice the Standing Committee on Banking 


and Commerce met this day at 9.30 a.m. 


_ Present: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 
Beaubien (Bedford), Bouffard, Brooks, Burchill, Cook, Crerar, Croll, Davies, 
Fergusson, Flynn, Gelinas, Gershaw, Gouin, Hugessen, Irvine, Isnor, Kinley, 
mbert, Lang, Leonard, McCutcheon, McLean, Molson, O’Leary (Carleton), 


arson, Power, Reid, Roebuck, Taylor (Norfolk), Thorvaldson, Vaillancourt 
nd White. (35) 


In attendance: Mr. E. Russell Hopkins, Law Clerk, and Parliamentary 
Counsel. 


= On motion of the Honourable Senator Thorvaldson it was RESOLVED 
to report recommending that authority be granted for the printing of 800 


copies in English and 300 copies in French of the Committee proceedings on 
Bil S-46. 


a Bill S-46, “An Act to incorporate Settlers Savings and Mortgage Corpora- 
tion”, was considered. 
The following witnesses were heard: 
Mr. R. Humphrys, Superintendent of Insurance. 
Mr. V. John Swystun, Barrister and Solicitor. 

a“ % On motion of the Honourable Senator Beaubien (Bedford) it was 
RESOLVED to report the said Bill with the following amendments: 

__ Page 1, line 19: Strike out “Hypothéque” and substitute therefor “qW’Hypo- 
théques”. 
_ At 10.45 a.m. the Committee adjourned until 2.00 p.m. this day. 
- Attest. 


F. A. Jackson, 
Clerk of the Committee. 
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REPORT OF THE COMMITTEE 


Wy; 
; WEDNESDAY, November 25th, 1964. 


‘ _ The Standing Committee on Banking and Commerce to which was referr 
the Bill S-46, intituled: “An Act to incorporate Settlers Savings and Mortg 
Corporation’, has in obedience to the order of reference of November 4th, 


examined the said Bill and now reports the same with the folowing am 
ment: 


ey 


titute therefor “d’Hyp 


Page 1, line 19: Strike out “Hypothéque”’ and subs 
theques’’. 


_ All which is respectfully submitted. 


SALTER A. HAYDEN, 
Chairman. : 
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HE STANDING COMMITTEE ON BANKING AND COMMERCE 
f EVIDENCE 


Ottawa, Wednesday, November 25, 1964. 


i ry ‘he Standing Committee on Banking and Commerce, to which was referred 
ll s -46, to can earns Settlers Savings and Mortgage Corporation, met this 


bs Senso SALTER A. HAYDEN (Chairman), in the Chair. 


The Committee agreed that a verbatim report be made of the com- 
_ mittee’s proceedings on the bill. 


The committee agreed to report recommending authority be granted ; 

_ for the printing of 800 copies in English and 300 copies in French of the 

~ committee’s proceedings on the bill. 

x 

The CHairMAN: Honourable senators, we have a number of persons identi- 

ied with the Settlers Savings and Mortgage Corporation, who are appearing 

witnesses in case there are any questions you wish to ask. They are: Dr. 

Alexander H. Cottick, Dentist; Mr. John Shanski, Lumber Merchant; Mr. Ernest 

ohn Klassen, Manufacturer, Mr. V. John Swystun, Barrister and Solicitor, Mr. d 
Hu phrys, Superintendent of Insurance and Mr. George Perley-Robertson, 

BE ri ter. 

Before I call on these gentlemen, I would ask Senator Thorvaldson, who 

pon sored the bill, whether he has anything to add? 


‘Senator THORVALDSON: No, Mr. Chairman, with the exception that our Senate 
Law Clerk has suggested one small amendment to clause 1, and that no doubt will 


& 


be dealt with by counsel for the petitioners. 


_ The CHarrRMAN: Who will speak first? Mr. Humphrys, would you give your 
views on this bill? 


D r. R. Humphrys, Superintendent of Insurance: Mr. Chairman and honourable ‘ 
ors, this bill to incorporate Settlers Savings and Mortgage Corporation ‘i 
the standard form for incorporating a loan company subject to the 
Companies Act. It has no special features to which I need to call your ie 
tion. The capital of the company is said to be $1 million, which may be " 
ased to $5 million. There will be a requirement that at least $500,000 be rh 
ribed before the company has its first meeting; and at least $250,000 | 
before it starts business. 


| ‘Senator BOUFFARD: How do you increase the $1 million to $5 million? 
ae 


M . Humpurys: The company does it itself by by-law. In accordance 
h its usual custom, the department has become informed as to the background 


ai 
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One 


The CHAIRMAN: Do they propose to accept deposits initially, or do you ha ve 
some rule in connection with that? a 


Mr. Humpurys: My understanding is that the company does not propos e 
to accept deposits at least in the initial year or two, until it becomes well 
established. The usual custom of the department is G, request that new 10am 
companies do not accept deposits until they become established. As I pe ; 
it, the intention is to raise perhaps additonal funds by issuing capital or selling 
debentures to the public. 4 RB 

Senator PEARSON: Is it proposed to accept mortgages only on housing 


ae 


property, or on housing and farms? a 


Mr. V. John Swystun: We have set no policy as to that. We have not got 
that far. At the present time I think we would find ourselves mainly dealing 
with mortgages on dwelling houses and on commercial property. 


senator PEARSON: In what city? 


Mr. SwysTuN: In all cities. We intend to do so from Montreal to 
Vancouver. : he 


Senator HOLLETT: And no business in the east? 


Mr. SwYSTUN: We might go to the east, to the Maritimes. We will see 
how it goes. te s 


The CHaIRMAN: Are there any other questions? I should direct your 
attention to the fact that a slight amendment has been suggested by our Lame 
Clerk in page 1, line 19, that the word “Hypotheque” be made plural Me 
adding “s” and that Sq? r be prefixed, and an acute accent added. Is that s 
ae 


Hon. SENATORS: Agreed. 


The CHAIRMAN: It is carried. Furthermore, Senator Hugessen, in the 
course of the second reading of this bill, raised a question as to a member of 
Parliament, either a senator or a member of the House of Commons, being one 
of the petitioners for incorporation. Our Law Clerk has written an opinion 
on that, which I will read into the record of today’s proceedings. The full text 
is as followe: 


A question was raised during the debate on the second reading of 
this Bill as to the constitutional propriety of Senators petitioning 
Parliament for private bills, and also as to their being named in such 
bills as provisional directors of the companies to be thereby incorporated. 

I have been unable to discover anything in the British North 
America Act, the Senate and House of Commons Act or the Rules of 
the Senate, Penick would constitute any impediment in this regard. 
There are many precedents to the contrary, one of which is to be 
found in connection with an Act to incorporate Desjardins Mutual UE fe 
Assurance Company, chap. 60 of the Statutes of 1959, in which 2 
senator, so-described, was a petitioner named in the Act as a provisional 
director. A further precedent to the same effect is to be found in an Act 
to incorporate Kinross Mortgage Corporation, chap. 73 of the Statutes 
of 1963, in relation to which the late Gordon Peter Campbell was both 
a petitioner and provisional director. ie 

The only qualification of significance would appear to be in Rule 5: 53 | 
of the Senate Rules, which reads as follows: 4 


“No senator is entitled to vote upon any question in which h 4 
has any pecuniary interest whatsoever, not held in common wae ae 
the rest of the Canadian subjects of the Crown; and the vote ¢ 
any senator so interested will be disallowed.” 
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This rule simply provides for the disallowance of the vote of a senator 
upon any question in which he has a pecuniary interest. 


In fact, the parliamentary rule appears to be to the effect that any 
citizen has an inherent right to petition Parliament so long as the techni- 
cal rules as to the form of such submission are observed. As I have said, 
there is nothing in the Rules of the Senate which would disqualify a 
Senator either from being a party to the petition for a private bill or from 
being named therein as a provisional director. The basic provision in 
this regard stems from the resolution of the Imperial House of Commons 
adopted in 1669, from which the present position evolved: 


“That it is the inherent right of every commoner in England to 
prepare and present petitions to the House or Commons in case of 
grievance, and the House of Commons to receive same.” 


This principle, somewhat narrowly expressed in the beginning, has 
been enlarged and extended so as to include both Houses of Parliament, 
petitions for private bills as well as for the redress of grievances, to all 
citizens and residents, and even, as a matter of grace, to aliens residing 
outside Canada: see Bourinot’s 4th edition, pp. 234. Certainly, the basic 
right of petitioning Parliament as a whole is not denied to Senators in 
respect either of bills or grievances. 


Senator REID: What is the full meaning of that? 


The CHARMAN: The full meaning is that a senator may be one of the appli- 
cants for incorporation of a company. 


Senator HoLLetT: The same thing applies to the House of Commons? 


The CHAIRMAN: Yes, there is no differentiation; we are not being derogated 


to a second-class position. We can be applicants. Shall I report the bill as 
amended? 


Senator Power: I raised the question about the translation of the word 
“Settlers” in the name of the corporation. I think they made a mess of that. 


The CHAIRMAN: Of course, senator, if we pass this in the form in which it 
is today, we shall not be creating a hybrid for the first time. We have done it 
many times, taking an English name and leaving it as part of the French name. 
The purpose is for identification, and it can still have a French characteristic. 


Senator Power: No. The whole story is that this appears to be a group of 
settlers, and they want to indicate that they are settlers. 


The CHAIRMAN: Obviously they think they are. 


Senator Davies: What is the meaning of the word ‘Settlers’ in this par- 
‘cular instance? 


Mr. Swystun: Senator, I might point out that it took the exploratory com- 
nittee approximately five months to arrive at a name. As you can see from the 
lames of the members of the exploratory committee, all are descendants of 
yarents who came from Europe. Our parents were all settlers; most of them 
lomesteaded out in the west. The first word we picked was “Pioneers.” We 
vrote to the Superintendent of Insurance, and got in touch with our counsel, 
ind we received two full sheets listing companies with the name “Pioneers,” 
‘nd so on, in different provinces. So we could not use that. We went to “Apex” 
nd to “Keystone,” and found that somewhere in some province was someone 
‘ealing with loans or mortgages which had that name, so we could not use 
ames in competition with theirs. Then, as though an angel in heaven were 


teh 


Te a us, we Lone on he - ae “Settlers,” 
\ Cae our fathers and forefathers; and, lo and behold, nol 


Foci ud a Hota to report the bill as ey Shall I SEINE. the 1 
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_ amended? 
- Honourable Senators: Agreed. 


The committee adjourned. 
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Extract from the Minutes of the Proceedings of the Senate, Thursday, _ : 
| 12th, 1964: . A 
“Pursuant to the Order of the Day, the Senate resumed the debate on the i 

tion of the Honourable Senator Leonard, seconded by the Honourable Sen- 


nman, for second reading of the Bill S-6, intituled: “An Act to incorporate | 
0) Western Canada”. 


After debate, and— " 
The question being put on the motion, it was— 
. Gad . . - af - 
Resolved in the affirmative, on division. , 


The Bill was then read the second time, on division. 
tie 


The Honourable Senator Leonard moved, seconded by the Honourable 


nator Inman, that the Bill be referred to the Standing Committee on Bank- 
g and Commerce. 
Ae 
T 


[ e question being put on the motion, it was— 


Mf al t 
Resolved in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, March 18, 1964. 


Pursuant to adjournment and notice the Standing Committee on Bank- 
ing and Commerce met this day at 9.30 a.m. 


_ Present: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 
Beaubien (Bedford), Beaubien (Provencher), Blois, Brooks, Burchill, Cho- 
quette, Connolly (Ottawa West), Cook, Crerar, Croll, Davies, Fergusson, Flynn, 
Gelinas, Gershaw, Hugessen, Irvine, Isnor, Kinley, Lambert, Lang, Leonard, 
McCutcheon, McLean, Monette, Pearson, Pouliot, Power, Reid, Roebuck, 
Smith (Kamloops), Taylor (Norfolk), Vaillancourt and Woodrow.—37. 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


Bill S-6, intituled: “An Act to incorporate Bank of Western Canada”, 
was read and considered. 


On Motion of the Honourable Senator Leonard, it was RESOLVED to 
Report recommending that authority be granted for the printing of 1000 
copies in English and 400 copies in French of the Committee’s proceedings on 
the said Bill. 


The following witnesses were heard: 
Mr. Clayton F. Elderkin, Inspector General of Banks. 
Mr. Sinclair M. Stevens. 
| yh Mr. James E. Coyne. 
| Further consideration of the Bill was adjourned. 
The Committee adjourned at 12.55 p.m. to the call of the Chairman. 
Attest. 


F. A. Jackson, 
Clerk of the Committee. 
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_ STANDING COMMITTEE ON BANKING AND COMMERCE 
| EVIDENCE 


Ottawa, WEDNESDAY, March 18, 1964. 


BS be The Standing Committee on Banking and Commerce, to which was re- 
_ ferred Bill S-6, to incorporate the Bank of Western Canada, met this day at 
| 9.30 a.m. 

ae Senator Salter A. Hayden (Chairman) in the Chair. 

ee The committee agreed that a verbatim report be made of the committee’s 
proceedings on the bill. 

_ The committee agreed to report recommending authority be granted for 
_ the printing of 1,000 copies in English and 400 copies in French of the com- 
_ mittee’s proceedings on the bill. 


i. be The CHAIRMAN: Senator Leonard, you were the sponsor of this bill in the 
H Ser ate. Have you any statement to make? 


fe Senator Lronarp: Mr. Chairman and honourable senators, I would like to 
Introduce to you the gentlemen who are appearing on behalf of the petitioners. 
I will ask them to come forward and take seats beside the chairman so that 


when they make their submissions they will be more readily heard. 


Mr. Ross Tolmie, Q.C., well-known counsel] of Ottawa, is counsel for the 
itioners in this application. He has with him Mr. Maxwell Bruce, Q.C. of 
onto, who is also a counsel for the petitioners. Also appearing is Mr. James 
_E. Coyne, who is well known to all members of this committee, and who is one 
of the provisional directors, as is Mr. Maxwell Bruce. Mr. Sinclair Stevens, 
another provisional director of the proposed bank, is also present. 

_ Mr. C. F. Elderkin, the Inspector General of Banks, is present, and subject 
to the wishes of the committee my suggestion would be that we might hear 
. Elderkin first. He can give us the story with respect to banks and the 
king system, and the background against which this application is being 
e. I suggest that because when dealing with bills incorporating insurance 
panies we usually hear Mr. MacGregor, the Superintendent of Insurance. 
__ The Cuarrman: Before calling on Mr. Elderkin I want to remind honour- 
senators that we are proposing to adjourn the sittings of the committee at 
it 10.20 for 15 minutes or so so that we may take part in the ceremony in 


Speaker’s chambers in connection with the unveiling of a portrait of Sen- 
or White, a former Speaker. 


ee 


by 
Y 


rkin to give us a statement in connection with banking in Canada as he 
Ss seen it over the years he has occupied his position. 


i Mr. Clayton F. Elderkin, Inspector General of Banks: Thank you, Mr. Chair- 
and honourable senators. You might be interested in a very brief history 
| aking in Canada in respect of incorporations, mergers, failures, et cetera. 


7 - 


_ Before honourable senators start putting their questions I will ask Mr. | 
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The first bank charter was granted in the old Province of Canada in 1822, i 
and between that time and the time of Confederation some 80 banks were cre- 
ated in British North America, of which 35 charters were in effect on July- 13 
1867. Five of those banks or their successors are in operation today. ! 

The British North America Act of 1867, as you well know, placed under — 
the exclusive legislative authority of the Parliament of Canada the power to 
make laws with regard to banking and the incorporation of banks. Since then 
77 banks have obtained charters, of which three have survived. Of the 112 
banks that were active on, or which have been incorporated since, July 1, 1867, 
104 have ceased to exist. Of these 38 never commenced business, 28 failed, and 
38 were taken over by or were amalgamated with other banks. It is probable 
that many of those merged in earlier years—that is, before the last three amal- — 
gamations—would have failed had they not been taken over by stronger insti- 
tutions. 

The total of losses to creditors through bank liquidations since Confedera- 
tion has been about $15 million, of which over half resulted from the failure ~ 
of the Home Bank of Canada. Losses to bank note holders included in that — 
figure amount to about $250,000, all of which occurred prior to 1882. : 

This record of bank closing is unfortunately high. It must be borne ing 
mind that it occurred during a period of enormous and violent economic changes © 
in Canada and in the rest of the world. 2, 

The last bank failure in this country, namely, that of the Home Bank, ~ 
occurred in 1923. ” 

Coming across to somewhat more modern times, some 50 years ago 
Canada had 24 banks. Since then, two have failed—the Vancouver Bank and — 
the Home Bank; two new banks have been incorporated and commenced — 
operations, namely, Barclays and the Mercantile; 16 have merged or amalga-_ 
mated; eight are active now, 

In the same period, five were incorporated but never commenced business. 

It might also be interesting to give you a little breakdown about periods. 
In the period 1913-23, there were six mergers; in 1923-34, there were 
seven mergers; in 1934-54, that is, in those 20 years, there were none; in 1954-_— 
64 there were three mergers; making a total of 16 mergers. ee 

Those figures do not include The Sovereign Bank of Canada, which appears ~ 
in the Bank Act, 1913, but which really ceased to operate in 1908. It was 
wound up in 1914. Its liabilities were taken over by other chartered banks. — 

It is also interesting to note that the British Bank of North America 
was not listed in the Bank Act 1913, as it was then operating under Royal charter 
and not under the Bank Act. | 

This, honourable senators, is just a brief history of the banking system, 
as to its mergers, amalgamations and failures since we started to have banks 
in Canada. 

It might be of interest also to note the location of banks that have been 
created since Confederation and which have ceased to operate. In Nova 
Scotia there were four, three of which failed and one was merged; in New 
Brunswick there was one, which failed; in Prince Edward Island there was one, 
which was merged; in Quebec there were nine, of which two merged and 
the remainder failed; in Ontario there were 16, of which 10 were merged and 
the remainder failed; in Manitoba there were two, of which one failed and one 
was merged; in Saskatchewan there was one, which was merged; in British 
Columbia there were two, one of which failed and the other was merged. 


The CHAIRMAN: Was there nothing in Alberta? 


Mr. ELDERKIN: There was none in Alberta. There was one charter granted 
in Alberta, but it never commenced business. The charter was issued and not 
used. 
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by As to those charters which were issued and not used, if it is of interest, 
they were as follows: 

q ig 2 in Nova Scotia 

| 2 in New Brunswick 

10 in Quebec 

13 in Ontario 

7 in Manitoba 

2 in Saskatchewan 

1 in Alberta 

i 1 in Yukon 

making a total of 38 charters which were granted but never used. 


Senator KINLEY: How many in Nova Scotia, did you say? 


Mr. ELDERKIN: As to the banks which started in Nova Scotia after July 
1 (1867) and have since ceased to operate, there were four, of which one was 
merged, namely, the Halifax Banking Company Bank, which was merged with 
the Bank of Commerce; and there were three which failed, namely, the Bank 
of Acadia and Liverpool; the Bank of Liverpool: and the Pictou Bank in 
Pictou. 


Senator KINLEy: Did not the People’s Bank amalgamate with the Montreal 
Bank; and the Merchants Bank of Halifax— 
Mr. ELDERKIN: That was, I believe, before Confederation. 
Senator KINLEY: No. 
An Hon. Senator: It was in 1906. 
Senator KINLEY: In my time, it was. 
Mr. ELDERKIN: Was that in Nova Scotia? 
| Senator KINLEy: It was the Merchants Bank of Halifax, which went to 
the Royal. 
Mr. ELDERKIN: The Merchants Bank became the Royal. 


Senator K1InLEy: And the People’s Bank of Halifax went to the Montreal; 
ind the Canadian Bank of Commerce absorbed the Halifax Banking Company. 
| Mr. ELDERKIN: The Halifax Bank went to the Commerce. The People’s 
bank of— 


_ Senator KIniEy: To the Montreal. 


Mr. ELDERKIN: In 1905. It was an 1864 charter. I was giving you those 
vhich were created after Confederation. 


_ Senator Kintey: Created? Oh, yes. But, since then? 


Mr. ELDERKIN: Those created since Confederation. The People’s Bank 
vas created before Confederation. 


| Senator Rem: Can you say, of the banks that failed, were the depositors 
laid? 


Lo 


_ Mr. Ewperxrn: In regard to the banks that failed, since Confederation, 
1ost of them paid off their note holders in full. A few did not, namely, the 
dank of Acadia, the Mechanics Bank of Montreal, the Bank of Prince Edward 
sland; the remainder paid their note holders in full. The payments to depositors 
anged from full payments to none. 


Senator RorBuckK: What happened to the Bank of Upper Canada? It was 
icorporated at Confederation, or just before Confederation. 


boi Mr. ELDERKIN: There were two, were there not? One was the so-called 
Pretended” Bank. 
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Senator RorBuckK: I am thinking of the regular banks. 
Mr. ELDERKIN: It closed in 1866, the Bank of Upper Canada. 
Senator RoEBUCK: Do you know anything more about it? 1866? 


Mr. ELDERKIN: Yes, it was chartered in 1821 under the Province of Canada, 
and closed in 1866. a ¥ 


Senator ROEBUCK: Did it fail? | . i 


Mr. ELDERKIN: Yes. It suspended payment on the 18th September 1866 and, 
after going through a certain period of liquidation by the trustees, the estate 
was transferred to the Crown by an act passed in 1870. Various claims were 
disposed of by the Crown and those which were not filed lapsed at that time. 
It amounts to prescription, I suppose. The bank was indebted to the old Proving 
of Canada for over $1 million and when the federal Government took over 
they wrote the claim off for the benefit of the depositors. a 


Senator RoEBUCK: Thank you. 


The CHAIRMAN: Have you any figure in dollars as to what depositors have 
lost over the years through bank failures? 
Mr. ELDERKIN: Not prior to Confederation, but, since Confederation, ap- 
proximately one and a half million dollars. We have quite a record of failure 
prior to Confederation but not too much of the detail of the amour ts 
involved. a 
Senator Brooks: What happened to the banks that were in existence ; at 
the time of Confederation? There must have been quite a number in th 
provinces? Ri 
Mr. ELDERKIN: Of those in existence at the time of Confederation, as L 
said a few moments ago, we still have five, namely, the Bank of Montreal, 
chartered in 1822; the Bank of Nova Scotia, chartered in 1832; the Toronto. 
Dominion, of whieh the Toronto was chartered in 1855; La ‘Banque Pro-— 
vinciale du Canada, which was chartered in 1861; the Con diag Imperial 
Bank of Commerce, of which the Canadian Bank of Commerce was chartered i in lg 
1867. 
Senator McLEAn: When was the bank in New Brunswick started? 
Mr. ELDERKIN: The Bank of New Brunswick was, if I remember rightly yy | 
the second bank to be chartered. That was prior to Confederation, of cours 
It was merged with the Bank of Nova Scotia. It was chartered in 1820 and 
merged in 1913. Bd 
Senator KINLEY: What happened to the Bank of Liverpool, the Bank oe 
Yarmouth and the Bank of Windsor. All of them were before Conteder a 
in Nova Scotia. 
Mr. ELDERKIN: The Bank of Liverpool was chartered in 1871. It 4 
failed in 1873. In 1878 it received some new capital and was revived. Howev 
it only managed to survive until 1879. The Bank of Nova Scotia bought its asse! 
and paid off its note issue, but not all of its depositors. 
Senator KINLEY: How about the Bank of Yarmouth? 
Mr. ELDERKIN: The Bank of Yarmouth? I do not think it had a very § good 
reputation, if I remember rightly. aye 
When the bank failed, it was found that its capital had been wiped out for 
years, but its dividends continued. There were false and deceptive statements — 
filed with the Government, in regard to one of which a charge of fra 
was brought against the cashier, the president and vice-president. The cas 
was convicted. The president and vice-president pleaded ignorance and pleat | 
their implicit confidence in the cashier, and the charges in respect to them 
were dismissed. The directors were held jointly and severally liable for t the | 
dividends paid out of capital. 
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Bi i: Senator 1 Kintiey: What about the Windsor Bank? 

“ie The CHAIRMAN: We might as well have it complete. 

. Senator RoEBUCK: It is a very interesting history. 

eon é Mr. -ELDERKIN: Was that Windsor, Nova Scotia? 

_ Senator KINLEY: Windsor, Nova Scotia, yes? 

a Mr. ELDERKIN: It must have been before Confederation. 
_ Senator Krinuey: It was. 


a Mr. ELDERKIN: The Commercial Bank of Windsor. It was chartered in 
1 865. It merged with the Royal Bank of Canada in 1902. 


e.: a Senator RorsBuck: They will never plead ignorance in Nova Scotia now. 
a ? 


Senator Lampert: I was wondering, Mr. Chairman, if it is possible for 
the witness to tell us something about capitalization of the banks, in 1914, 
‘ter World War I in 1920, in 1940, in 1950 and in 1964. If he has those figures 
a’ Be veniently at hand, it would be interesting to know the capitalization. 


i. i The CHAIRMAN: Do you mean the sum total, or the capitalization for each 
. bank? 
____- Senator Lampert: Collectively, not for each bank. 


Mr. Experxin: I am afraid I have not those figures available. I ean obtain 
hem for the committee. You are selecting years relative to the revision of the 
4 B: ie Act, are you senator? 


| _ Senator Lampert: Largely in connection with the pre-war figure 1914, and 
, the same with regard to the others. 


| Mr. Experxkrw: I have not those figures in front of me, but I can obtain 
_ them for you, if there is another hearing of the committee. Of course, I can 
H. give you the figure for 1964. At the present time the shareholders equity, 


paid up capital, the rest, and undivided profits, amount to approximately 
$1, 150,000,000. 


Senator LAMBERT: What is the number of banks represented? 
Mr. ELDERKIN: Eight banks now. 


_ Senator Crerar: I should like to ask the witness if he has any views he 
/ €an give us about these mergers, and what occasioned them. In a few instances, 

- quite clearly it was a case of bad management resulting from failure. It 
) would be interesting if you have any theory as to why banks merge. 


a Mr. ELDERKIN: As you know, we have had three amalgamations, which 
e different in some respects but much the same as mergers, since 1954, 
but prior to that time there had not been any for a considerable period of 
_ time . I cannot give you any particular reasons for the former ones. In some 
‘Cases, without doubt, it was definite weakness. I do not think I should mention 
ames, but the last two that took place, prior to 1954, were occasions of 
ch a really substantial loss had occurred in the absorbed bank. The Na- 
onale, for instance, is public information. It was almost bankrupt when 
ken over by the Bank of Hochelaga. The Merchants Bank of Canada was 
Ken over by the Bank of Montreal. You will remember, probably, there was 
government investigation of that particular one which was carried out 
y Mr. Edwards of Edwards Morgan, on behalf of the Minister of Finance, 
d following that particular one, in which the difficulty arose through bad 
Sei in two or three substantial accounts—and this was the case with the 
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which we have more detail—I am not speaking of the last three—I think — 


were caused by bad credit policies, lending in many cases far beyond the 
capacity of the bank. 

The CHAIRMAN: And the borrower too. 

Mr. ELDERKIN: The borrower eventually went into liquidation, I think in 
most cases. 

Senator CroLu: May I ask a question. The last bank failure we had was 
41 years ago? 

Mr. ELDERKIN: 1923, yes. 

Senator CRoLL: Who lost in that bank, have you a run down? 

Mr. ELDERKIN: That was the Home Bank of Canada. 

Senator CROLL: Yes. 

Mr. ELpERKIN: I am sure Senator Crerar could tell you about the early 


history of the Home Bank, before he resigned as a director. This was sometime — 


before they wound up. 

The CHaIRMAN: I think the Chairman could tell you something about it, 
too. He cut his teeth in law in that prosecution. 

Mr. ELpDERKIN: The Home Bank was incorporated in 1903, and failed in 
1923. There was an interim dividend of 25 per cent paid by the liquidator in 
December 1923 to the depositors. Following the failure, there was a commission 
appointed— 

Senator Croutu: Stop at that moment. You say ‘‘to the depositors.’ Were 
there some depositors who were paid in full? 

Mr. ELDERKIN: I could go on to say that following the commission report 
the Government granted relief to the extent of 35 per cent of the claims of 


those individuals where the claim was less than $500, or those with claims of 


less than $500 got, in other words, paid off at the rate of 60 per cent. 


Senator CRoLL: I got all my money, if I recall correctly. I was a depositor, 
at school at the time, and they cashed my cheque. 


Mr. ELDERKIN: You were lucky. 

Senator CROLL: It was only a couple of hundred dollars. 

The CHAIRMAN: It is too late to do anything about it now. 
Senator CroLL: I wondered if the small depositors were not paid. 


Mr. ELDERKIN: Not according to the records. According to the liquidators 
records they paid 25 cents, and then 35 cents. 


Senator Crotu: Another question, on the revision of the Bank Act. When 
did the decennial revision first commence? 


Mr. ELDERKIN: In 1867, the time of Confederation, the relevant act simply 


extended the provincial charters of the banks, and in 1871 really the first Bank 
Act was passed. At that time, according to history, the government discussed 
with the banks the question of whether they should have perpetual charters 
or should have charters subject to revision, and in view of the rather disturbed 
economic situation at the time and the forecast for the future they thought the 
Bank Act should come up for revision at regular periods, and it was decided 
to have decennial revisions. These occurred, and have occurred, with the ex- 
ception of three times, that is, in 1911, 1912 and in 1933. In 1911 and 1912 
revisions did not occur for government reasons at that time, I believe; and in 
1933 one was waiting for the report of the Macmiilan Royal Commission on 
Banking and Finance. 


Senator CROLL: Did it take place subsequently? 
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Mr. ELpERKIN: In 1934; and then of course we have had a revision in 1944 
and in 1954, and normally there would be one in 1964, but I think the min- 
_ ister mentioned in the house the other day that he was asking Parliament to 
extend the bank charters until 1965, awaiting the report of the royal commis- 
sion now sitting. 
Senator CROLL: Can you now or subsequently trace the powers the banks 
possess, starting at a reasonable time? I do not care when, say from Confedera- 
tion; and bring it up to date, if you haven’t that already before you. 


Mr. ELDERKIN: I can do it generally for you, senator. There have not been 
| too many changes in the powers, except in the class of securities on which the 
banks could loan. One major change on the other side of the balance sheet 
would be the revision in 1944 of the par value of capital stock, when the par 
value was changed from $100 to $10 per share. On the powers that have been 
extended, one of the major ones was placing the banks in a position to lend 
under the National Housing Act for mortgages and also to take mortgage 
securities on certain other types of Government guaranteed loans such as 
the Farm Improvement Loans, Small Businesses Loans and Fisheries Improve- 
ment Loans. 

Senator CROLL: Could you give us some of the years, please? That is not 
quite clear. 

The CHAIRMAN: The National Housing, where the banks could loan on 
insured mortgages, was in 1954. 


Mr. ELDERKIN: Yes, 1954. 
Senator CroLL: What about since? 


Mr. ELDERKIN: Nothing since 1954—except, the only one that has hap- 
pened is the Small Businesses Loans which permits Government guaranteed 
loans to small businesses. I am not quite sure of the date of that. I think it 
was about three years ago. 


Senator Davies: I would like to ask, why was the Imperial taken over by 
Commerce and the Dominion taken over by Toronto? Was it a financial weak- 
ness on the part of these banks, or was it just a commercial merger? 


Mr. ELDERKIN: There have been three. The first was Barclays with Im- 
perial—no, I am sorry, Toronto-Dominion. The reason given in making the 
application for approval by the minister for sending out the notice to the 

_ shareholders was that both banks had concentrated their operations very 
_ generally in the province of Ontario, that with an amalgamated bank their 
_ need for further branching in the province of Ontario would be greatly re- 
- duced and they could devote their resources for expansion to the remainder 
_ of the country and become more a national bank than either one of them 
was at that time. I think this was the main reason given in approaching that 

_ amalgamation. 


In the Barclays-Imperial, I think one could say Barclays had decided they 
were not going to make further investment, if you will, at that stage in the 
_ bank side in Canada, and that under the circumstances they would much 

rather have an interest in a larger and nation-wide bank than a small one which 
_had only four branches at that time. 
| In the last one the reason given for obtaining the approval of the minister 
was that the two banks’ branches were reasonably complementary, that no 
_ branches would be closed at least for two years, and that they could offer a 
_ better service as a combined or amalgamated bank than they could as two 
separate ones. There was no financial weakness in any of the situations. 

Senator Rorsuck: May I ask this, is Barclays Bank included in the eight 

you have enumerated? 


[: 


HE beer wan UAL Y) ides lad BP ib a fl Bee Meas Ad \ Se NEEM 4 rer 
Gh ak ae i MS Pi Seah AR RE io So ai 
AY ‘ Le VF 


14 STANDING COMMITTEE a 


Mr. ELDERKIN: No, it no longer exists in Canada; it amalgamated + N 
Imperial; and they amalgamated Imperial and Barclays with Commerce. 
Senator RoEBUCK: What about the English banks, such as the wa 
Deacon’s Bank? Does it do any business in Canada? 


Mr. ELpErRKIN: No bank can do business in Canada under its own name m 
unless Parliament gives it the right to use the word “‘bank”’. 4 
Senator Barrp: What about double liability? 
Mr. ELDERKIN: It started to pass out, or passed out as such in 1944, when 
the Bank Act prohibited the banks from issuing notes. This gradually dimin- 
ished until January, 1951, at which time the banks were required to pass over 
to the Bank of Canada or pay to the Bank of Canada, rather, an amount 
equivalent to the outstanding note liability on their books. At that time al Mi 
additional liability of any kind on the banks’ shares ceased to exist. a Y 
Senator RoeBucK: Why do not foreign banks do business here just as the | 
insurance companies do? 
Mr. ELDERKIN: Because the Bank Act provides they would have to get a . 
charter from Parliament to do so. 


Senator RorBucK: Have they applied? 


Mr. ELDERKIN: Barclays was the only British bank that applied foun 2 
charter and obtained it in 1929. Then you had the Mercantile, which fe 
formerly owned by the Handelsbank of Amsterdam, which applied for aul | 
received a charter in 1953. No other foreign interests have applied in © 


meantime. 
Senator RoEBUCK: No American bank? 
Mr. ELDERKIN: No American bank has applied, but the National City 
Bank of New York purchased from Handelsbank a 50 per cent interest in the 
Mercantile Bank of Canada. % i 
Senator McLEan: Of the number of banks incorporated since Confedera — 
tion, I wonder if the witness could tell us the percentage of banks that faile ae 
losing the money of their shareholders, noteholders or depositors? I know © tha 
in the case of some banks the depositors were looked after, but I or ; 
the shareholders lost a lot of money. There has been a large percentage tt nal 
have failed. ee, 
Mr. ELDERKIN: There are 26 banks that have failed or wound up sit ce 
Confederation. Of these, up until 1895 there was some loss in a couple of cases 
to noteholders. The loss occurred in the Bank of Acadia, where the noteholdens » 
received nothing; in the Mechanics Bank of Montreal, where they received 
57% per cent; and in the Bank of Prince Edward Island, where they received 
592 per cent. In other words, three banks only in that period did not pay in gi ue 
to noteholders. 4 
Senator McCutTcHEON: That would imply they lost all their capital. 


The CHAIRMAN: That would imply everybody else did not get anything. 
Mr. ELDERKIN: Nothing in the case of the Bank of Acadia. It was a pre ty 
horrible failure. It was in existence only three months and twenty nine Ge ee 
Senator McLEAN: What about the Maritime Bank? 
Mr. ELDERKIN: The Maritime Bank paid off its noteholders in full, and t te 
depositors were paid 104 cents on the dollar. ! 


May I explain the Government brought in legislation in 1880 whereby 
they created a bank circulation redemption fund, and all noteholders of ba 
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of claims duly filed and allowed in liquidation proceedings. There are 
some notes outstanding of course, but that money has been deposited, first w 


ss 


_ BANKING AND COMMERCE 15 
ceiver General and then, on claim, with the Bank of Canada. But the 
‘irculation redemption fund was a fund created by legislation which re- 
all banks to contribute to the fund, and if I remember rightly, I think 
it was 1 per cent of their note circulation outstanding. This fund was used to 
pay off, if necessary, the notes of a bank that went into liquidation. If the 
und was not sufficient for it, the banks could again be taxed for sufficient 
to pay off. That is one reason why every bank that has failed since 1880, up to 
891, and on, has paid off in full, whether they paid their depositors anything 
not. 

if ‘Senator McLean: Some of the directors had to pay up to the fund. 

_ Mr. ELpERKIN: I mentioned one a minute ago, but there have been more 
than one. 

Senator McLean: Coming back to amalgamations, was not one of ‘the 
chief reasons for the amalgamations of banks a shortage of top executives? 


_ Mr. ELpERKIN: I would not care to express an opinion on that. Quite 


uit 


rankly, it would be a matter of opinion. I do not know that is necessarily the 
case. It might be they felt that with the two banks combined they had a 
W er range to pick from as far as top executives are concerned. However, I 
fp ave never heard it publicly expressed that way. 

a. Senator McLean: Would you agree we are short of top executives at the 
present? 


Mr. ELDERKIN: I do not think that is a question I would like to try to 
er. 


i ‘Senator Leonarp: Mr. Elderkin, in 1924, when the Bank Act was revised, 
provided for the appointment of an Inspector General of Banks. 
_ Mr. ELDERKIN: Yes. 


Senator LEONARD: Up to that time there had been no Inspector General 
f Banks? 


30 

| Mr. ExperKin: That is right. 

_ Senator Leonarp: And that is the position you now hold? 
Mr. ELDERKIN: Yes, that is what I am. 


ah Senator LEonarpD: Your duties are laid down in Section 63 of the Bank 
Act. 


_ Mr. ELDERKIN: Yes. 


i ‘Senator LEONARD: And, broadly speaking, under it you are to satisfy your- 
that the provisions of the Bank Act for the safety of creditors and share- 


, It says: 
we “The Inspector, from time to time, but not less frequently than once 
in each calendar year, shall make or cause to be made, such examination 
and inquiry into the affairs or business of each bank as he may deem to 
be necessary or expedient, and for such purposes take charge on the 
premises of the assets of the bank or any portion thereof, if the need 

_ Should arise, for the purposes of satisfying himself that the provisions of 
this Act having reference to the safety of the creditors and shareholders 


: _of the bank are being duly observed and that the bank is in a sound 
_ financial condition, . . .” 


Senator Lronarp: I think that may be taken as a tribute to you and to 
predecessor, because there has been no bank failure since the Inspector 
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Mr. ELDERKIN: There has been none since that time. I like to take as much 
credit as I can, but it is also by virtue of the fact that the auditing provisions: 
of the act were revised in 1924, and since that time we have had as auditors: 
of all chartered banks very competent well-trained public accountants. And 
there is an interesting provision in the Bank Act which has been used rarely 
but which permits the minister to expand the audit procedure, or the procedure 
of the auditors as he sees fit on my recommendation. We have done that on a 
couple of occasions. We have never reduced it but we have asked the auditors 
to carry out a more detailed examination. 

Senator CROLL: Are these your own auditors? 

Mr. ELDERKIN: No, they are appointed by the shareholders under the Bank 
Act but the minister has the power, which flows to me, of expanding their 
power and obtaining information from them. , 

Senator CROLL: But you rely on the shareholders’ auditors? fi 

Mr. ELDERKIN: No, only for certain things like physical examination of 
securities, and for certain branch returns to see that they are properly compiled | 
and made in a proper way. We don’t rely on shareholders’ auditors for a 
the work. 

Senator LEONARD: In fact you have complete rights to call for any books 
and inspections you like. | 

Mr. ELDERKIN: I also have the right to ask the auditors to do that work. 
for me. 


Senator LEONARD: Since 1924 there are now very strict safeguards with 


respect to the operation of banks. a 
Mr. ELDERKIN: Yes, to a very great extent, the procedure now has been 
formalized and is standard. . 


Senator CROLL: How big a staff have you? i 
Mr. ELDERKIN: Four, including myself. Be : 
The CHAIRMAN: Senator Aseltine? ie 
Senator ASELTINE: Mr. Chairman, I would like to ask a question. We used. 
to have a bank in western Canada ain the head office in Winnipeg, the Union 
Bank of Canada. It carried on business for so long, and then it was taken over 
by the Royal Bank of Canada. Can you give me the details in connection with 
this bank? | 
Mr. ELDERKIN: It was incorporated in 1865, and merged with the Royal 
Bank in 1925. x 
Senator ASELTINE: That was a merger? . 
Mr. ELDERKIN: That was a merger. I am afraid I haven’t any further i 
information on that one. There was no question of failure; it was a merger. fy 7 


Senator ASELTINE: I would like to ask why it was taken over and why it 
didn’t continue. I understood it couldn’t make a go of it because it was only a 
western bank and didn’t have branches throughout Canada. I think that is very 
important when we are considering another bank in western Canada. 

The CHAIRMAN: I think we will give Mr. Elderkin some time to look up 
these matters while we attend the ceremony in the Speaker’s chamber. We will 
come back here at about 20 minutes to eleven. oe 


—A short recess. 

—Upon resuming. 

The CHAIRMAN: I call the meeting to order. 

Senator CHOQUETTE: Mr. Chairman, I would like to ask a question. 
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SE Senator Aseltine had not finished, and I think also that 


Pouliot wants to ask a question. I will call on him next, and then 


enator ASELTINE: When we adjourned I was asking a question with 
pect to the Union Bank of Canada which had its head office in Winnipeg 
| which was unable to make a success of its business. It was taken over by 
e Royal Bank of Canada. Now, if this bill that we are considering is passed 
are going to have another bank in western Canada called the Bank of 
festern Canada. I would like to have more information as to how it came 
about that the Union Bank of Canada, which was in on the ground floor and 
hich had branches all over the Prairie provinces. was unable to earry on 
successfully and had to be taken over by another bank. I would like to have 
those questions answered very fully before I can make up my mind as to 
whether or not I am going to support this bill. 
| - The CHAIRMAN: Mr. Elderkin, are you ready to take on that job? 
_ Mr. Evperxin: My explanation is not going to be a very full one because 
E have not had an opportunity of getting as much information as would be 
Wailable upon further research. Before the Union Bank of Canada merged 
th the Royal it had shown some signs of being in difficulty to some extent. 
d cut its dividend, and in doing so it had announced that there had been 
substantial contraction in loans, that the rate of interest obtainable upon its 
vestments had decreased, and that it had made quite large foreign exchange 
ses which, possibly, is rather exceptional—at least, it would be normally 
ceptional for it. Apparently they were dealing in foreign exchange futures, 
ssibly in the grain business, although I do not know, and had sustained quite 
AVY losses, and in some of their more important lending accounts. That is 
about as far as I can give it to you on such short notice. I would be pleased— 


_ Senator ASELTINE: Would you be able to get further information? Surely 
there were some representations made when the merger was being put through. 

_ Mr. ExperKIn: The merger went through, but whether the Union ap- 
roached the Royal, or whether the Royal approached the Union, I cannot tell 
a at the present time. What did happen in the final merger was that the 
yal issued one share of its stock for every two shares of Union stock. There 
s no loss to depositors or to creditors. 


enator ASELTINE: Was not the merger approved by the Minister of Fi- 


* Mr. ELDERKIN: It would have to be approved by the Governor in Council. 
_ Senator ASELTINE: So there must be a record of what happened? 
Mr. Experxim: The petition to the Governor in Council is very brief, and 


- 


Ss not necessarily carry any detail whatsoever. 
3, 


_ senator LEonarpD: In what year was this? 
Mr. ELperKiIn: 1925. 


__ Senator Rozsuck: That bank had business outside of the west. I dealt with 


tor ten years in northern Ontario. Perhaps it was the loss of my loan that 
aused its difficulties. 


The CHAIRMAN: Or the withdrawal of your deposit. 
y _ senator Rorsuck: No, it was a very small deposit but a very big loan. 
y Mr. ELDERKIN: I will try to develop more information, but that is all that 


petition to the Governor in Council on this. 
1e CHAIRMAN: Senator Pouliot? 


ld get over the telephone from the file. Normally there would be nothing | 
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re : J a. 

Senator PoutioT: I have a very short question to ask you, Sir. Did the ' 
Department of Finance receive any complaints about the insufficiency of theg 
number of branches of banks in Canada? bi 


Mr. Experkin: Not that I have heard of, Senator. At the present time — 
there are almost 5,500 branches of banks in Canada. This is almost double the 
number there was at the end of the last war. This is roughly one branch office — 
for every 3,300 persons in the country, and is far greater than the corresponding 
figure for either the United States or the United Kingdom. eo 


The CHAIRMAN: Senator Choquette? 


Senator CHOQUETTE: This might not be provided for in the Bank Act, but 
the point I am going to raise is this: Have there not been in the last 15 or 20 — 
years statements made by our Prime Ministers or Ministers of Finance that — 
there could never be a repetition of the failure of the Home Bank because — 
the Government would step in and take over the liabilities and be good for the — 
losses? * 
Mr. ELpDERKIN: No, Senator. In my experience, which is a matter of almost — 
20 years, I have never had any declaration to that effect whatsoever. The — 
Government has no responsibility. The Government does not guarantee. As at 
matter of fact, the Bank Act expressly states in respect of my duties that the — 
Government still does not assume any responsibility for any losses which the | 
banks may incur. tea 


Senator CHOQUETTE: I was just referring to an editorial appearing in the 
Saskatoon Star-Phoenix where this is being discussed. The article, in part, 


rh 


reads: a 
E 

On this point, Professor C. A. Curtis of Queen’s University wrote: — 

‘It is doubtful if any Canadian bank would be allowed to fail, even 
though public funds were needed to clear its liabilities. : E 

A condition of affairs has developed in Canada that seems to male 


for the safety of the depositors’ funds.” 


‘ 


‘ 


fy 


* 


Mr. ELpERKIN: I think I would agree that, in view of the fact that the » 
Government now has inspection procedure under my office, they would know 
well in advance if a bank were getting into difficulties. This did not— 

Senator BairD: How could you stop it? a 


Mr. ELDERKIN: There are various ways. The Bank Act provides that a 
curator may be appointed for a bank. The Inspector General could put in a 
curator. Ee 

The CuarirMAN: At that stage they are really hanging out the red flag. ole 

Senator LAMBERT: Just bearing on the question which Senator Aseltine | 
asked, I wonder if Mr. Elderkin has any recollection or record of the experi- 
ence of the Park Bank, a foreign branch of the Union Bank established in 
China after the first Great War. 


I think the unsuccessful banks in that field did exchange banking. If I 
remember correctly, that was quite a factor in the decline. 


Mr. ELpERKIN: This is what the note says in the file: the major losses 
were in the foreign exchange field. 


Senator LAMBERT: It really closed up? 


Mr. ELDERKIN: They made substantial losses in foreign exchange. 
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#5: Senator LeonarD: In your capacity as Inspector General of Banks, and 
having in mind your responsibilities and duties, have you any objection to the 
_ incorporation of another chartered bank in Canada? 

ee a The CHAIRMAN: Just a minute. 

§ Senator Rorsuck: That is not a fair question. That is for us to decide. 


Senator LEonarRD: In view of his duties and responsibilities, and his 
| great experience—it is true it is our decision here, but we would all be greatly 
helped to have his view. I do not want to make a point of it, but I would 
- like to know. 

| The CHAIRMAN: Do not answer for a moment. 

Senator KINLEy: It is a question of policy. 


| The CHAIRMAN: What we have to decide here is how we are going to 
_Yeport this bill out of committee, having heard all the evidence. I think 
| ‘the opinion we have to form, in order to report the bill favourably, is one 
_ that, having regard to its makeup, its personnel, the economic situation in 
| Canada, all those are factors which would justify having another bank. 


Y In that regard, personally, as chairman—the committee can always over- 
Tule me—I am not prepared, nor do I think I want Mr. Elderkin’s opinion 
as to whether he thinks there should be or not. 


i His job is that of Inspector General and he is telling us what he finds. 
With all due respect I am not interested in his opinion. 

ie That is the Chairman speaking, and the committee can always say 
_ whether it agrees or not. 

ge I am ruling it out. 


ol 
|e 


J 


_ Senator Lampert: I am interested and I would suggest that most of the 
committee would be interested. Mr. Elderkin has duties under the Bank 
Act which he will have to perform if there is to be another chartered 
_bank. It is easy for him to say whether he can see that there is difficulty 
or objection to that, or whether there is not. 


' Senator McCutcHEon: Mr. Elderkin cannot confess that he could not 
look after another chartered bank. 


Senator LEONARD: I am asking, in the light of his duties and responsi- 
_bilities—it is quite easy for him to say. 


Senator BuURCHILL: I think it is an unfair question. 
Senator RorBuck: It is a matter of policy. 
The CuHarrman: I am sorry, Senator Leonard. The Chair has ruled. 


Senator Lronarp: I will not put it to appeal, but I still think it is a fair 
| question. 

| Senator VAILLANcouRT: Before we close the story of the bank system 
In Canada, before Confederation there was a co-operative bank, which 
-was known as the Farmers Bank of Rustico, I think. Can you say a few 
\words, Mr. Elderkin, on this organization? 
{ 


| Mr. ELDERKIN: As you say, senator, it was started out as a co-operative 
bank. It came under an act of incorporation in Prince Edward Island in 
1862. It actually carried on under provincial legislation. It was not included in 
ee banks which came under the Bank Act of 1871. It continued as a co- 
9perative. The difficulties became apparent in the late 1880s and the bank 
went into liquidation in 1892. 

| As I have said, it never came under the operation of the federal Bank 
Act. In 1891, just before it went into liquidation, it was granted power to 


amalgamate with a loan company, but we have no record that this actually 
qappened. 
- 2052923 
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Lambert. . 
As to the number of dWartered banks and ihe amount of sharenet 
funds at various dates, as of December 31, the figures are as follows: 


Shareholders funds . 


PHS Zar eS sents tens all Ghacete oa 2 $227 million 
LM ALO ZO RR OMe Spore pin ie wie eia allan o Gerg 261 million 
Bs Pat AS PRU CUR) os U0 cect PAN eer 277 million 
Pee SD ORT OE DATS yi vot Gavene marae oa 343 million 


PATI GS, MO WOAIIRS setae Ute 1,150 million 


Senator LAMBERT: Thank you. 


Senator Davies: In connection with the amalgamation of the Bank of 
Commerce and the Dominion Bank of Toronto, did any of the shareholders 
lose any money? EA 


Mr. ELDERKIN: No. It was a straight exchange. All of the three amalgam a 
tions were on an exchange of shares in a new continuing bank. The act 
was changed in 1954 to permit amalgamations by the continuation of the. 
amalgamating banks under another or the same name, and they each received 


shares in the new bank. ie q | 


Senator McCurcHEon: In referring to the three mergers since 1954, a d 
referring to one of them at least, I think it was the Toronto Dominion Bar $ 
Mr. Elderkin indicated that one of the reasons advanced was that they con- 
centrated their operations in the same area. 

Earlier, when he was dealing with some of the history, he said, a 
noted it here, that some of the mergers and some of the failures, no dou t, 
arose by economic conditions in the area in which they operated. I wonder i 
Mr. Elderkin would care to expand particularly on that last statement. 


Mr. ELDERKIN: Prior to the last three amalgamations, the one before 
that was the Weyburn and Security Bank. It did not fail, as you know «, 
it merged with the Imperial Bank of Canada. Possibly economic conditions 
in the middle west had something to do with that one, because the merger to 
place in 1931 when conditions on the Prairies were not very good. In fact, 
conditions everywhere were not too good. That probably had some eff ct 
on the Weyburn asking to be merged and taken over, as they did. ee 

Prior to that, it is a little difficult to tell, senator. y 

The Standard Bank of Canada was the one prior to that in 1928. Ep 
think that the Standard had concentrated in certain types of loans and im 
primary producers’ loans, for instance, and primary manufacturers’ loa 
and these became in rather poor shape prior to 1928. This may have had 
some effect. It is difficult to go back to the present time. I have spoken ¢ about 
the Union Bank of Canada, and what happened in that case. It would app oa 
that a large part of their difficulty was in dealing with foreign exchange ian 
actions, which was rather an exceptional one. 

Going back to 1925, the Molsons Bank, which merged with the Be : 
of Montreal, was an exceptionally strong bank. It was certainly in no financ 
difficulties in any manner whatever. Although it was a publicly owned b ; 
it had very large family interests, etcetera, and that might have had some 
effect in bringing the two banks together. y. 

I am afraid I cannot go too far back, but one would naturally cone 
that during the period in the early twenties, and certainly in the thirties, 
were considerable difficulties incurred by some of the banks. In some 
cases, I think it was just a desire to be big or bigger. 5 


om 
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enator McCutcHEon: The result of all these mergers, from this whole 


yhich for special reasons possibly their operations have become limited recently 
1 probably three or four provinces; but five of the six others—the Mercantile 
1 special case—are giving a general banking service from Halifax to St. Johns 
Victoria, and are not providing the public with every type of service and 
- not concentrating in any particular field, either geographically or com- 


ercially. Is it fair to say that it is a natural and inevitable development, 
3 you see it? 
> Mr. ELDERKIN: I think, Senator McCutcheon, this would depend very much 


n the viewpoint of the administration. 
Senator McCutTcHEON: What do you mean, “‘administration’’? 


_ Mr. ELDERKIN: Administration of the bank, or management. There would 
certain advantages to a bank to have a national branch network in dealing 
h the larger customer, etcetera. There may be certain advantages in having 
loser network in operating in a concentrated or fairly concentrated region, 
hich is well known to bank management. You get this situation such as you 
ention, where you have the two banks which are incorporated under a 
french name, which operate for the most part in the province of Quebec. 
though one of them does a fair amount of business in Manitoba, and the 
her through New Brunswick now, their tendency is actually at the present 
time to branch out more than they did in the past. If a bank wished to con- 
centrate entirely in one area and conduct its banking services entirely in that 
area, it would perhaps be limited in working on a national basis, but I do not 
think it would be inhibited to any extent from operating profitably if it were 
properly managed. 


____ Senator Rorsuck: You spoke of advantages in a national network. In view 


he clearing facilities we have today, what are the advantages of a national 
network? 

Mr. ELDERKIN: Well, for one thing, at the present time a national network 
K can offer better clearing facilities throughout the country. 


ie Senator ROEBUCK: What might the disadvantages be? 
__-Mr. ELpEerKIN: There would be an advantage in getting business, but maybe 


nH 


a di advantage as far as earnings are concerned. 


_ The CHarirman: When you speak of advantage and disadvantage, is that 
1 the point of view of the public, of the shareholder, or of whom? 


Mr. ELDERKIN: From the point of view of the customer he may have some 
antage if he is doing a nationwide business. If he is not doing a nationwide 
Iness he has not any particular advantage. 


Senator ROEBUCK: What is the advantage from the standpoint of a bank? 
; ‘Mr. ELDERKIN: To attract perhaps customers who are doing nationwide 


arnings, of course, from a large customer. 
Senator McCutcHeEon: And also to attract deposits, I suppose? 
it Mr. ELDERKIN: And exchange business, and so on. 


Senator KINLEy: In Mr. Elderkin’s interesting discourse on the history of 
<ing in Canada he did not mention the Bank of Canada and the Industrial 
ik of Canada. Can he tell us how banking in Canada was influenced by those 
banks? I think it is admitted that they have a control which has changed 
whole method of the banks in Canada. 

V r. ELDERKIN: I do not think I should go too deeply into that, in the case 
ne Bank of Canada, because the question of monetary policy is involved, 
-Vhat is not in my field, and I am far from being any kind of an expert. 


ry you have given us, is that today we have eight banks in Canada, two of 


Asiness, and normally these are very big ones; and there are many types of 
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Senator KINLEY: But in an issue of currency, the Bank of Canada took 
over from the local banks? ze 

Mr. ELDERKIN: That is right, and it has the sole power. You will recall’ 
that prior to the creation of the Bank of Canada, the currency in the ones and © 
twos was issued by the Government of Canada, and the banks only had power — 


to issue currency in the higher denominations. ‘ 


Senator KINLEY: And the Industrial Bank of Canada was created for the é 
purpose of enabling people to get loans who were unable to get them from 
the banks? a 

Mr. ELDERKIN: The Industrial Development Bank—again, I can only speak > 
generally on this—has far more powers than a chartered bank. It has no 
restrictions on the loan interest it may charge; it may take any form of security; — 
it may invest in equities if it wishes to do so. So that at the present time at 
least, it has far more freedom in its operations than has a chartered bank. 

Senator KINLEY: I believe we were told on second reading of this bill © 
that the banks had to deposit with the Bank of Canada certain securities — 
in order to improve the circulation, or to control the circulation, of their ' 
business, and that they receive no interest on that money. Is it to their ad-- 
vantage to deposit that security with the Bank of Canada? 

Mr. ELDERKIN: They do not deposit securities for that purpose. They are 
required to maintain an 8 per cent reserve, consisting of currency—“‘till money” — 
as it is called, and to deposit it with the Bank of Canada. On this amount of 
money they do not receive any interest. They do hold securities on deposit 
with the Bank of Canada, and they receive the income from those, but those 
deposits of securities are to cover loans, if they want to make them, and for 
this purpose only. The deposit of securities is just to save the movement of 
securities back and forth when a bank wants to make a loan. a 

The question depends entirely on the Bank of Canada and how they restrict 
it. They can shorten down deposits in the bank or extend them. ; 

Senator KInLEy: Is there not quite a distinction as between the ability of 
a trust company and a bank? ; 

Mr. ELDERKIN: Well, you mean as far as being able to— 

Senator KINLEY: The trust company has to take more money off the shelf. 
The bank can lend ten to one. 

Mr. ELDERKIN: If they will let them have the deposits, but this will depend 
upon the monetary policy at the time. Although this is really out of my field, the. 
trust companies are able to pay more at the present time, speaking from the 
bank’s viewpoint, because they can charge higher interest on their loans, and 
they also go in more for mortgage lending. y 

Senator KInLEY: Even that field is limited today, is it not? 

Mr. ELpERKIN: Not on mortgage lending, no. 

Senator KINLEY: But on automobiles and all that sort of thing? 

Mr. ELDERKIN: Trust companies do not lend on that type of security. 

Senator KINLEY: No, but the banks do. 

Mr. ELDERKIN: Yes, but the trust companies do not. 


Senator RoEBUCK: Witness, you said the notes of lower denominations are 
taken over now by the Government? 

Mr. ExperKin: No, I said that before the Bank of Canada took over the 
issuing of notes the lower denominations were issued by the Government of 
Canada. “f 

Senator RorsucK: Do the banks now have the privilege of issuing the notes” 
of higher denomination? Bt 


ite 
F 


a 
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ae, Mr. ELDERKIN: No, not any longer. Since 1944 they have not been able 


Senator ASELTINE: I would like to ask Mr. Elderkin another question. I 
understand that he is the Inspector General of Banks throughout Canada. I 
would like to know if he has any authority over, or any control over, credit 
unions or trust companies who are carrying on a general banking business in 
opposition to— 
: Senator LAMBERT: “in competition with”. 

Senator ASELTINE: —in competition with our chartered banks. 

In the west we have a credit union in every town of any size. The trust 
companies in the cities of Saskatoon, Regina and other places are carrying on 
a banking business, accepting deposits and allowing people to cheque on those 
deposits, and all that kind of thing. Have you any control over those people 
at all? 

Mr. ELDERKIN: None, senator. My control only covers the eight chartered 
banks and the two savings banks in the province of Quebec. 

Senator RoEBUCK: So that when a bank becomes the owner of a trust 
company their real operations through the trust company are not under your 
control? 

Mr. ELDERKIN: No. 

The CHAIRMAN: Well, except— 

Mr. ELDERKIN: Well, it depends on what you term “a real owner”. Under 
the Bank Act, in the case of any company that is entirely controlled by a 
bank the Bank Act provides that the same auditors must be appointed. To 
the extent any investment of that type is in the bank’s portfolio I have, of 
course, the authority to investigate it, but I have no authority to go into the 
trust company, for instance, and check their operations. 

Senator KINLEY: A bank cannot own control of a trust company. 

Mr. ELDERKIN: There is nothing to stop it. 

Senator KINLEY: It must be 49 per cent though. 

Mr. ELDERKIN: But if it owns complete control of a trust company it has 
to publish a statement along with its own statement. 

Senator KINLEY: What does control mean—50 per cent? 

The CHAIRMAN: In excess of 50 per cent. 

Senator KINLEY: In excess of 50 per cent? 

Mr. ELperKIN: The only stipulation that is in here is that it has 
to publish its statement along with its own. 

Senator KInLEY: For practical purposes I think it is assumed that 40 or 
30 per cent will control an associated company. 

The CHAIRMAN: You are talking about the practical situation, but we are 
talking about control in law. 

Senator McCurcHeon: It is only when a bank owns all of the stock. 


Mr. ELDERKIN: Yes, all the stock except the directors’ voting shares. 


Senator McCutcHEon: In other words, 90 per cent is still just a portfolio 
Investment as far as you are concerned? 

Mr. ELDERKIN: That is right. 

Senator Davies: Who gives these credit unions and trust companies their 
charters, if the Bank Act does not do it? 


Mr. ELDERKIN: The credit unions are entirely provincial creatures. Some of 
the trust companies have provincial charters and operate in other provinces by 
means of a licence. Some trust companies have federal charters. 
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Senator KINLEY: Where do they get those federal charters? 

The CHAIRMAN: Here. 

Mr. ELDERKIN: From the Secretary of State. : 

The CHAIRMAN: The Superintendent of Insurance. mae) 

Mr. ELDERKIN: They come under the Superintendent of Insurance. Any 
federal trust company comes under the Superintendent of Insurance. Pay 

Senator GERSHAW: What about the treasury branches in Alberta? 

Mr. ELDERKIN: We have two provinces operating on this basis. The savings ~ 
office of the Province of Ontario and the treasury office of the Province of 
Alberta are directly under provincial control. a 

Senator McCuTcHEON: Would you like to tell us something about savings 
banks in the Province of Quebec, the type of business they operate and the 
restrictions, if any, imposed on them that differ from the general restrictions? 

Mr. ELDERKIN: The two savings banks in the Province of Quebec are both. 
very healthy. I think, if I remember rightly, their present deposits are unl 
around $350 million. They are both over 100 years old. One was founded in 
1846 and the other, I think, in 1848. 

The CHAIRMAN: They have a special statute. 

Mr. ELDERKIN: Yes, they have a special statute, the Quebec Savings: 
Bank Act. 

Senator McCuTcHEON: They are not subject to your jurisdiction? 

Mr. ELDERKIN: Yes, they are. 

Senator MCCUTCHEON: Well, tell me about that. 

Mr. ELDERKIN: The same provisions apply to them from the inspection poin' 
of view as apply to chartered banks. There are slight differences in the appoint- 
ment of auditors. In the chartered banks two auditors cannot serve together 
for more than two years at a time. There is no such provision in the Saving 
Bank Act, where the same auditors may continue on indefinitely. 

Senator McCUTCHEON: Have they wider or narrower investment powers? 

Mr. ELDERKIN: Narrower in some respects, but wider in one, where th 
can make conventional mortgage loans without any restriction on interest 
charges. They are narrower in the type of investment they can invest in or 
loan on. ie 

Senator MCCUTCHEON: On what type of security? 

Mr. ELDERKIN: They cannot take common stock. They can lend on chartele d 
bank stock and accept it as security. They can lend on preferred stock providing a 
the company has a certain standard of capitalization—if I remember rightly, 
$500,000 minimum—and provided it has been dividend earning for a pera 
of years. The provisions in this respect follow very closely those of the Trust 
Companies Act; they are almost the same. They can lend on mortgages up 1 
60 per cent of appraised value. They have recently applied for and hope e i 
get in the revision, when it comes along, an increase in this because it is a bi t 
outdated, and ee application will probably be looked upon favourably. = 

Senator DAVIES: Did I understand Mr. Elderkin to say he has only a sta ff 
of four in his office? a. 

Mr. ELDERKIN: That is right. gf : 

Senator DAVIES: Do you think that is enough to handle all the banks: in 
Canada? _ 

Mr. ELDERKIN: I know this sounds a little bit modest— 

Senator ROEBUCK: What do you do in your spare time? 

senator Daviss: I thought you did the inspecting of all the banks. 
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M r. ELDERKIN: Yes, but remember there are only ten—the eight chartered 
‘s and the two savings banks in the province of Quebec. 

senator Davies: But you just inspect the head offices and never inspect 
branches? 

Mr. ELDERKIN: We never inspect the branches. You must realize that in 


Canadian banking system as it is set up, the reports on everything flow 
ough head office. This means that in head 


| up to an assistant general 
anager, depending on the size of it—report, and there may be the board of 


lirectors’ report as well. So that every loan, outside of a very small discretion- 


der the Canadian banking system you can obtain all the information, almost, 


a loan, not only from one viewpoint but perhaps from three or four view- 
nts, in your head office files. 


Senator McCuTcHEon: Is that a matter of law, or a matter of practice? 


_ Mr. ELDERKIN: It is a matter of practice, but it is a matter, or could be a 
tter of enforcement if necessary, in this way, that under the Bank Act I 
ve the power, as I mentioned earlier, to lay down the audit procedure for 
‘shareholders’ auditors. In turn, the shareholders’ auditors can demand such 
ormation as they want, and one of the things they demand is that this 
ormation is available in head office, including inspection reports by the 
pectors who inspect at least once a year on every branch. 


- Senator Lane: Probably Mr. Elderkin has answered this question already in 
eply to other questions, but as a matter of comparison would you mind 

eating it? Could you relate, say, the dollar volume of banking business 
done in Canada in 1924 and the number of banks doing that business as com- 


d to the dollar volume of banking business done in Canada today by the 
ht chartered banks? 


a 


Mr. Evperxin: I am afraid I have not those Statistics in front of me, 


ator. The closest I can get to it is to—No, I do not think I would want to 
ASS 
fy 


: led in the last 20 years. 
senator CHOQUETTE: The number of banks involved has declined very 
Siderably in that time, 


Mr. ELDERKIN: Not in the last 20 years, but in the last 50 years that is so. 


Senator PoULIOT: Do you make the inspection of the Bank of Canada? 
Mr. ELDERKIN: No, it is inspected by two auditors appointed by the 
ister of Finance under the Bank Act. 

senator ROEBUCK: You say the banks’ assets have doubled since the war, 
. that mean the profits have been inordinate? 
| Mr. ELDERKIN: That is a matter of opinion. The doubling of assets does not 

doubling the profits. It depends upon how you regard this. For example 

ne fiscal years of 1963 the profits of Canadian banks as a whole were 


ly over one-half of one per cent of assets after income tax. 
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Senator KINLEY: Don’t you think we need a constant money in comparing 
business of other years with business of any one particular period. Don’t you 
think we need to have a constant value for the dollar? Ss 

The CHAIRMAN: Everything is relative, Senator Kinley. 


Mr. Elderkin, I would like to ask a question. Do you take any part or lay 
down any rules in connection with the percentage basis of the various fields” 
of investment and loans in which a bank may engage? a 

Mr. ELDERKIN: There is no authority under the Bank Act to do so. There 
have been a couple of occasions in the past when we have discussed the fields 
of lending with the banks, or with a particular bank. We do get from the | 
banks very detailed quarterly reports on all of their loans by classification. 
One of these reports is published in the Bank of Canada Statistical Summary. | 
We watch this—I should say the compilation is published. The individual bank 
percentages are watched closely to see in what way they may be developing 
bank by bank. We have had a couple of instances in the past years where we 
have felt under the circumstances a bank was getting too heavily involved ne 
a particular type of lending or in a particular industry. We have never 
suggested to a bank to call a loan, but we have suggested that they should not 
be extending their resources very much more in that particular field under the 
circumstances. ; 

Senator McCutTcHEON: What are the major classifications in this regard 
and what do you regard as appropriate percentages? : 

Mr. ELDERKIN: The appropriate percentages are related to the business of 
the bank. The classifications are broken down roughly into about twenty-five. 
You have municipal loans, provincial loans, religious and educational loans. 
You have a classification of brokers’ and dealers’ loans, day-to-day call, and 
those to dealers. Then you have personal classifications which are loans to 
stocks and bonds. You have others on the securities of chattels and some on an 
individuals. Here we have subclassifications of those based on marketable 
unsecured basis. é 

Senator CHOQUETTE: Guaranteed on farm implements? 


Mr. ELDERKIN: No, this comes under farm improvement loans, guaran- 
teed by the Government, and other farm loans which are not guaranteed. 
Then we get down to the main classification of commercial and industrial 
loans, and here the manufacturing industries and commercial trading loans 
come in. In this classification we are really watching our step a bit. Let us as- 
sume a bank has 10 per cent of the loans in Canada, and this is what we 
normally relate it to, the total percentage of loans, and we see that in one 
particular field of industry they are getting beyond 10 per cent, and by 
that I don’t mean 12 or 15 per cent, but up to 20 or 25 of the total loans 
to that industry, then we would take a substantial interest in it because 
such things have done a lot of damage in the past. Banks in the past have 
at times been bankers for a particular industry when something has hap- 
pened to that industry. This roughly is the way we look at the picture. 

Senator McCutTcHEon: In other words what you are looking for is a 
proper diversification of loans in the various categories which, in your opinion, 
will cushion the ups and downs. Do you go so far as to be concerned about 
regions of classification? ff 

Mr. ELDERKIN: Classifications. I could give an example that happened a 
long time ago with regard to textile loans. ; 

Senator McCutTcHEON: Or pulp and paper loans? 

Mr. ELDERKIN: Yes, pulp and paper loans. You see a bank getting loaded 
up with textile loans, and the market in those textiles, the world market, 
is bad, for instance the market for wool is falling off badly along that ee 
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and we think it is about time the bank should not be lending money for the 
acquisition of more wool. This is the way we look at it. 

wt Senator McCuTcHEon: You are going to get diversification to protect the 
‘bank, the depositors, the shareholders and the public against violent ups 
and downs. 

| Mr. ELDERKIN: Under the present act I can only advise if I feel there is 
‘going to be trouble. 

Senator LAMBERT: In the course of your inspections have you made any 
classifications of the banks with regard to their ownership of bank buildings 
and real property? 

Mr. ELDERKIN: Of course the investment in realty companies under con- 
trolled companies comes in on the monthly statements of the banks every 
month. The statement appears in the Canada Gazette. In the annual inspec- 
tion we break this down into various categories such as realty companies and 
controlled trust companies. The controlled trust companies— 


Senator McCuTcHEON: By controlled you mean 100 per cent? 


Mr. ELDERKIN: Yes. They control trust companies who act for example 
in the State of New York. As agencies they cannot do certain types of busi- 
ness, but as subsidiary companies they can do other things such as acting 
‘as registrar for Canadian securities and transfer agencies for Canadian 
securities. They also own trust companies in several places in the Carib- 
bean now. These are fully controlled companies, realty and trust, and their 
financial statement must appear together with the financial statement of the 
bank which it sends to shareholders and the minister. 

Senator Lampert: The head offices of the bank themselves and the branch 
property, is there a special capital in this, or are they incorporated under a 
different company altogether? 

Mr. ELDERKIN: Both. What I mean by that is that most of the banks 
have a realty company which holds some of their properties, probably their 
main office properties. Some of their branches are owned directly or rented. 
The main reason, I would think, why the large head office buildings and land 
are in subsidiary realty companies is that the subsidiary company may then 
issue mortgage debentures on a long term basis. 


Bi Senator LAMBERT: Which would be included in the assets of the bank? 


_ Mr. Experxrin: No, they do not take them. They are sold to the public. The 
result is that they can borrow money by way of mortgage, which a bank has no 
authority to do. 


_ Senator Lampert: The ownership of these structures is still in the— 


___ Mr. ELperkIn: The stock will all be owned by the bank, but the debentures 
will be owned by the public. 

| Senator Davigs: Mr. Chairman, could I ask a question? How are the banks 
looked upon in connection with taxation? Are they treated in the same way 
as other companies? Do they pay corporation tax? 


__ Mr. ExLpEerKiIn: The only exception is in the one provision whereby the 
Minister of Finance determines what is a fair amount of reserve for losses. 
The Bank Act provides, and the Income Tax Act provides, that the Minister of 
Finance may in effect establish a maximum for the banks, and if a bank should 
try to set up any amount over that the Minister of Finance is required to re- 


port that as taxable income. 
_ The Cuarrman: It is in the Tax Papers. 


o Senator Davies: They are not treated as companies. They can still pur- 
shase automobiles, costing more than $5,000? 


Ly 


, 
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Mr. ELperKin: Anybody can, but it is a question of getting depreciat 
on them. They are treated the same as any other Canadian corporation 
every respect except for the authority of the minister to evaluate their in 
reserves, which normally is not—well, the only thing I can compare it to 
the loan companies and trust companies which have a rate fixed by statut 


3 per cent. a 


tax in both Ontario and Quebec. 
Senator Davies: And federal? ! 
Mr. ELpERKIN: Yes, and federal. They are treated in exactly the same way 

as any other corporation. ae 


the minister’s authority? Is that so different from that applying to the ordiné 
company? | 

Mr. ELperKtn: No. In one place it is left to the Minister of National Rev- 
enue, and in the other it is left to the Minister of Finance. That is ale a 


_ Senator Isnor: When the classified return of loans was mentioned by Mr. 
Elderkin he did not mention loans to finance companies. The banks, I under- 
stand, advance fairly substantial amounts to the so-called finance or loan co 
panies. If so, would he indicate the percentage of loans made by the banks tO 
these loan companies? rhe 

Mr. ELpERKIN: While I did not mention it, it is one of the main categor 
in the report that we receive. I have not a copy of the report with me—well, 
perhaps I have. The fact is that this has been a reducing factor in bank loa 

The reason for this is that in 1957, I think I am right in saying, when th 
was a period of tighter credit, the banks were asked to hold a certain level 
loans: not to increase loans above a certain level in respect of the finance com- 
panies. The finance companies then started to employ to a greater extent t 
they ever had before what is called street paper; that is, putting out sh 
term paper to the street market. ae 

The result today is that some finance companies do not borrow anythin 
from the banks at all, and these loans really have ceased to be of very gre 
importance in bank lending, because the finance companies feel they have 
more unrestricted credit market from the street than they have from 
banks. ae 

Senator McCurcHEon: The Governor of the Bank of Canada cannot ad se 
the street as effectively as he can the banks? | Be 


Mr. ELDERKIN: That is right. ‘3 


The CHAIRMAN: What approach do you take to the question of liquid 


and are there any rules? Re 
Mr. ELDERKIN: Well, we have some pretty standard rules on liquidity as 


between the Bank of Canada, if you will, and the banks. First, of course, yo 
have your 8 per cent cash reserve which I menticned earlier. Then, by agr 
ment between the Bank of Canada and the banks several years ago the ba 
agreed to maintain a further 7 per cent in cash assets, or in day to day loan 
treasury bills. So, this builds them up to, say, 15 per cent in any case. 
the banks themselves must protect their liquid position against loan dem 
and to do this they retain what are commonly called more liquid assets, an 
which consist of Government of Canada securities. a 
The banks will, in establishing their portfolios of Government of Ca 
securities, endeavour to protect themselves further by having a matur 
spread which will permit them in case of a sudden demand for loans to 


* oe 


— 
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lit 
yolve—and you can see this from the monthly statement—a considerable 
1ount of Government of Canada bonds with maturities of under two years, 


= espect of which the market will be very close to the call or the maturity 


ttle loss as possible. Therefore, they will have a spread which will 


Phe total combined normally will run to something over 35 per cent, and 
sometimes very much higher. This will depend on the credit demand. 


Senator Lance: Just to satisfy a long-standing curiosity of mine, why is it 
hat the banks do not publish the amounts of these inner reserves in the 
ancial statements that are given to the shareholders each year? 


_ Mr. ELDERKIN: They are not required to, and their argument against it 
s that these may fluctuate very greatly from year to year, and because of 
Os ses which they may take in their loans and because of fluctuations in their 
n ual earnings. There has been a growing tendency, I might say, in the 
ited States to publish these figures. I think you will find that a great num- 
er of the larger banks in the United States today publish their inner reserves, 
nd publish their loss experience on an annual basis. Maybe we will hear some- 
ng about this from the Royal Commission. 

_ The CuHarrman: Are there any other questions? 


Senator Isnor: Is it not a fact, Mr. Chairman, that some of the banks 


Ich do carry out what Senator Lang has mentioned show the dividends 
us an extra dividend in their annual statement? 

Mr. ELDERKIN: Yes, but this has nothing really to do, Senator, with what 
y might have in their inner reserves or provisions or reserve for loss. Most 
1em declare an extra dividend. It is becoming somewhat of a custom to have 
egular dividend rate, and then to have an extra dividend declared near the 
se of the fiscal year. 

The Cuairman: I think you mentioned a one and a half per cent earning 
interest net on assets. That is about the rate of earnings? 


_ Mr. ELDERKIN: No, one-half of one per cent. 

hThe- CHAIRMAN: Then, the gross rate would be more than one per cent? 
Mr. ELDERKIN: Oh, yes. I think I can give you the gross rate on that. The 
S rate in 1963 was 5.2 per cent, as a matter of fact. The expenses other than 


me taxes were 4.2 per cent, leaving a net of one per cent. Income taxes 
nted to approximately one half of one per cent. 


Ar. ELDERKIN: Yes—no, I am sorry; perhaps I got that question wrong. 
the expenses do not include transfers to inner reserves. 


Senator McCutTcHeon: They are an expense. 


Mr. Evverxin: They are, but in this figure I am quoting they are not. 
se are the actual published figures that you can get from Schedule Q 
ch is published in the Canada Gazette annually so far as dollars are con- 
ed. The figures I am quoting are on a percentage basis. 


enator KInLEy: Mr. Chairman, the Canadian banks have extensive opera- 
in foreign countries. Is there any local control that they have to submit 
1 those countries, and it is all right for Canadians to own banks in foreign 
untries? I ask that question in the reverse as well; could an English company 
American company obtain approval in Canada if they applied for a bank 

re 
’. ELDERKIN: There are several questions involved here, senator. First, 
nadian bank operating a branch or agency, operating in a foreign country, 
ide by the laws of Canada—not only by the laws of the country but 
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by the Canadian laws as well, in effect. For example, in most countries, banks 
can lend on the security of mortgages; but, notwithstanding the fact that the 
bank is operating in a country where they do lend on the security of mortgages 
under the local law, it cannot do so under Canadian law, because there is an. 
overriding prohibition, which says it cannot give additional powers. be 

Senator McCuTCcHEON: It would not have them if it operated on an agency — 
basis, but if it is a wholly owned subsidiary? ae 

Mr. ELDERKIN: If it were a national bank of the country. For example, — 
we have the Bank of Commerce which has a subsidiary in California and the | 
adjoining states. There is also a subsidiary of the Bank of Montreal. Then, ing 
Europe, in Paris, we have a branch or rather a subsidiary of the Banque Ca- i 
nadienne Nationale and a subsidiary of the Royal Bank of Canada. These sub-" 
sidiaries operate entirely under the local law. | i 

Senator KINLEY: What about the West. Indies, and the Caribbean? ‘ 

Mr. ELDERKIN: They are all branches down there. They operate entirely — 
as branches and not as separately incorporated companies. ag 

Senator KINLEY: Do you regard the conditions as being favourable to the | 
operation of Canadian banks in foreign countries? Do they treat them liberally? — 

Mr. ELDERKIN: It is hard to generalize. The Royal Bank of Canada has just 
closed its branch in Montevideo in Uraguay, because the conditions were such 
that they could not continue and operate at a profit. cs 
The CHaIRMAN: This is getting a little far afield, senator. . 


Senator KINLEY: It is all in the picture. 
Senator Rreip: Keeping to the bill itself, on page 4, clause 5(9) says: a 


This section shall have effect notwithstanding anything in the Bank 
Act but shall cease to have effect on and after July 1, 1965 unless other- 
wise provided by Parliament. ay 


Mr. ELDERKIN: The reason for that was that the incorporators, or rather 
the proposers of this particular bill, wanted to assure Parliament that they were 
going to retain absolute control of this bank in Canada, if they got the charter. | 
In fact, they would prohibit any ownership of more than 10 per cent by any 
foreign interest. But this is really a provision which overrides the present 
provision in the Bank Act, where there is no prohibition on the transfer ye 
shares at the present time. na 

Therefore, this provision had to say “notwithstanding anything in the 
Bank Act’, it would have effect; but it only takes effect up until the time the. 
Bank Act is scheduled for revision on July 1, 1965. It expires at that date and 
the bank, if incorporated, will fall then under the provisions of the Bank 
Act as revised. 

The CHAIRMAN: This provison in the bill disappears, even if a charter 1s 
issued, when the Bank Act is revised; and what will apply, if there is 4 
similar or other provision in the Bank Act, is that provision. z 


Mr. ELDERKIN: That is right. 

Senator ROEBUCK: I would like to know why it is that the foreign banks 
are not doing business in Canada. I remember hearing at one time that Lloyds 
of London was not allowed to do insurance business in Ontario. I went into 
that subject very fully as Attorney General in Ontario and advised that they 
be allowed to do so. They have been carrying on business ever since, and 1 
think to the advantage both of the customer and of the institution. f 

Why is it that English banks are not doing business here, through 
branches or in any other way? Is there some material reason or is it a matter 


of law, or what? : 
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Mr. ELDERKIN: It is the law as far as the branches are concerned, senator 


5] 


Senator RoEBucK: They had to be incorporated? 


Mr. ELDERKIN: They have to be incorporated. They have not come to us 
and asked us for incorporation, as far as I know—with the exception of 
Barclays in 1929. They came and asked for incorporation, and it was granted. 
Senator RoEBUCK: Why are others not doing business? 


Mr. ELDERKIN: In many cases because they felt it was equally profitable, 
it not more so, to do business through correspondents, by agents, by working 
in with Canadian banks. This is done on a reciprocal basis, The Canadian banks 
feed them a fair amount of business and they in turn perhaps can feed 
business to Canada. 

The CHAIRMAN: They avoid all the overhead. 


Senator Davies: The Bank of Commerce and the Bank of Montreal have 
branches in Britain. 


Mr. ELDERKIN: Five banks have branches in Britain. They all have, 
‘except the Banque Canadienne Nationale, Banque Provinciale and the Mer- 
cantile Bank. 

Senator Davies: They must have special provisions? 

Mr. ELDERKIN: No, they operate there as banks and wholly as such. 

Senator KINLEy: It seems to me that Lloyds of London have exemptions 
under insurance laws that are advantageous in Canada, over and above 
what we have; and furthermore it has become a monopoly. No one in Can- 
ada is in the marine insurance business, practically; and Lloyds seem so 
efficient that they control the whole situation. 

The CHAIRMAN: That is a question we could have discussed with more 
relevance when Mr. MacGregor was here earlier, on another bill. 


Senator KINLEy: I am telling you now, and I think it is right to state 


this. 


, The CHAIRMAN: Are there any more questions to be put to Mr. Elderkin? 

Senator LEONARD: No. I would like to call on the other two. I think every- 
one in this committee feels we should thank Mr. Elderkin for his very 
complete, interesting and informative statement; and I suppose he will be 
available if we want him further. 


Senator RorBuckK: Mr. Chairman, I would like to say how much we have 
oeen impressed by the evidence of this witness, by his very large general 
knowledge, and by the freedom with which he has imparted it to us. 


I think I express the opinion of everyone here when I say that we are 


3rateful to him. 


| The CHAIRMAN: The senator might add that that is only what we expect 
Tom Mr. Elderkin, having had him before us on other occasions. 


| Mr. ELDERKIN: Thank you very much, gentlemen. 


| 
| Senator LEONARD: May I suggest now, subject to the wish of the committee, 
hat we ask Mr. Tolmie to present, on behalf of the petitioners, any further 
‘vidence he would like to give. 


| Senator McCurcHEon: Mr. Chairman, how long are you proposing to 
‘ontinue? 
t 


The CHAIRMAN: Until 12.30. 


—— 


Mr. J. R. Tolmie, Q.C., Counsel for Petitioners: If it is the wish of the 
“ommittee, I would like to call both Mr. Stevens and Mr. Coyne. Each has 
| Prepared statement. Those statements run in sequence. Mr. Stevens will 
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method of operation of this proposed bank wed how it will function. ‘ 
The CHAIRMAN: Mr. Tolmie, you use your own judgment bacanee yo! 
the pilot as far as your presentation is concerned. We are going to sit 
until 12.30. You use your own judgment as to the evidence you want to Ds 
in that time. 
Mr. TOLMIE: If it is the wish of the committee, I would like to distr 
to members of the committee these two statements; and then let each wi 
deal in sequence with them. That will probably take until 12.30 and that wou 
make a convenient. break. ; 
The CHAIRMAN: Subject to what the committee may say, if Mr. Ste 
or Mr. Coyne is going to put in the first statement, it may well be that 
he has read that statement there will be some questions which we would lik 
to put, rather than postpone those questions until we get the second statem t. 


Mr. Totmige: They do read in sequence. 
The CHAIRMAN: Even so. 


the committee could possibly get through the questioning that it will wi 
those statements? ‘ 

The CHAIRMAN: Alternatively, what you are suggesting is that both s 
ments be filed and that we adjourn? 


Senator McCutTcHeon: And hear the witnesses on another occasion. — 


Senator LEONARD: With all due respect, these witnesses have come f 
Toronto and are here now. We could sit certainly until 12.30 and we might 
well get their evidence while they are here now. We could hear as mu 
possible and then perhaps sit after the Senate rises. They are here and I 
we should carry on and let them get their case before this committee. 


Senator ROEBUCK: Let us proceed. 
The CHAIRMAN: We will proceed in the ordinary way. 
An Hon. Senator: Can we have two statements in 20 minutes? — 
The CHAIRMAN: We will proceed in the ordinary way. 
Senator RorBuck: Let us proceed. 


The CHAIRMAN: We will proceed in the ordinary way, since there 
difference of opinion. If the witness has a statement we can distribute CO) 
of it, and he can read it to the committee. Questions can follow. Then if 
felt you have not had time to digest it sufficiently, we can adjourn and cor 
the discussion at a later date. Mr. Stevens will be the next witness. 


Mr. Sinclair McKnight Stevens: Mr. Chairman and honourable sen 
I wish to thank you for giving Mr. Coyne and myself this opportuni! 
appear before you and outline our plans and purposes in applying for ar 
of Parliament to incorporate the Bank of Western Canada. 


We have prepared a submission in two parts. My part will be to tell 
what steps have been taken by various institutions and individuals to pr 
for organizing a new bank and to raise the necessary capital for it. Mr. Co 
will complete our opening statement by describing the kind of bank we 
to establish and how, as we see it, this bank will fit into the existing ba: 
system in Canada. At the conclusion of Mr. Coyne’s remarks we Joo bot 
available to answer any questions that you may wish to put to us. 


Senator RoEBUCK: May I ask a question now? Who are you? 
Mr. STEVENS: My name is Stevens. 


ernie, vant. faut Be Ag eee te Se LA ‘tiea-A4 + Pe Ra ee 7) 
ites yher 7 a Leary a ge: 0 fps st Te easy ri tia . ws ; 
ww fh 1 '¥i, os VIG peep + J 

rhe lee Se ‘. : 
il ‘ed ty . 


y 


ale ! BANKING AND COMMERCE 33 


Senator ROEBUCK: What relationship have you to this bank? 


4 


Mr. STEVENS: I am one of the proposed provisional directors of the bank, 
nd one of the petitioners in the bill itself. 

_ The Cuarrman: And beyond that, what? 

‘ Mr. STEVENS: I would hope that I will be a permanent director of the bank, 
if the bank is chartered, and possibly have an executive position with the bank. 
Senator RorBuck: Are you a solicitor? 

Mr. STEVENS: I am a solicitor. 

Senator KINLEy: Residing in Winnipeg? 

Mr. STEVENS: No, in Toronto. 

_ Senator Rorsuck: What is your experience? 


_ The CHAIRMAN: Would you care to go further and indicate your, shall we 
call them, extramural activities in relation to a bank. In other words, what is 
your background? 

Mr. STEVENs: In the course of my prepared speech, Mr. Chairman, I have 
touched on this, with reference to what I am charged with, and other general 
ormation that I hope will be helpful to you on that point. 


_ The CHAIRMAN: Very well. 


_ Mr. STEVENS: To make one point clear at the outset, our application is for 
incorporation of a chartered bank under the Bank Act. Our bank, if chartered, 
will do a general banking business of the same nature as that carried on by the 
existing banks and will be subject to the same safeguards and regulations as 
cisting banks, and it will be inspected and supervised by the Inspector General 
of Banks. Every bank, incidentally, which receives a charter under the Bank 


ct is automatically a member of the Canadian Bankers’ Association and of the 
clearing houses maintained and operated at a number of points in Canada by 
that association. 

ig A number of my associates and I have felt for several years that it was 
lancially a feasible proposition, and desirable in the public interest, to 


organize a new bank in Canada We hope to show that a group of Canadians— 


; We feel that the best starting point for a new bank in Canada is in Western 
nada, and we soon found, upon inquiry, that such a feeling was widespread 
mong Western Canadians. 


It is rather amazing, when you come to think of it, that we have in 
nada the unique position of not having a head office of a banking institution 
om Bay Street west to the Pacific, a distance of approximately 2,100 miles. 
-his is so in spite of the fact we have insurance companies, trust companies, 
1 ance companies, mutual funds and virtually every other type of financial 


stitution in the West, but not the head office of a bank. 

fies For years it seems to have been generally assumed in Canada that a 
fae charter could not be obtained: Various reasons have been given for this, 
4 spite of the fact that the Bank Act so obviously provides for the incorpora- 
ton of new banks. It is now 52 years since a group of Canadians has put a new 
ank in operation, and 36 years since any serious attempt was made to 
hharter a bank—other than the two which have been referred to today, 
arclays and the Mercantile. 

ie Senator KInLtEy: And the Alberta group, which came to us to apply for 
“bank within the past 30 years. 


1 Governor of the Bank of Canada, Graham F. Towers, at the Mercantile 
faring before this committee in 1953, when he is reported in the Globe and 
ta to have said he did not feel very happy that despite the growth which 
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already had taken place and would take place in Canada, there would nev 
be another bank, and he did not think a little new blood in Canadian banking 
would do the public any harm. I understand he went on to say he did not 
see any possibility of there ever being another Canadian bank, Canadian in- 
the sense of one which obtains capital from a number of individual stock-_ 
holders in Canada and sets out to create a branch banking system. » i 
Times have changed, even since 1953, and we are here to say we believe it 

can be done. It is not proposed that our operation would deviate from the sound 
banking principles that have so long been the backbone of the Canadian banking 
system. It has often been stated, and rightly stated, that Canada’s banking 
system enjoys a world-wide reputation for soundness and stability. Surely, 
however, such soundness and stability does not depend on mergers and con- 
solidation of the existing banks, or on the discouraging of the formation of new 
banks. Our life insurance industry also enjoys a world-wide reputation for 
solidity, yet the number of companies registered to write life insurance in 
Canada has risen from 41 in 1940 to 128 in 1962. 4 
Would anyone suggest that this growth of life insurance companies has 
undermined the industry or caused a lack of public confidence in our life 
insurance companies? This growth has taken place in spite of the fact that 
it is probably much harder to start a profitable life insurance company than 
a bank. | 
With respect to our application, we feel there are interesting attributes 
which should be considered. In the first place, one hundred individuals have 
joined as petitioners in our application for incorporation who are resident in 
the provinces of Canada, where this bank will chiefly operate in the early 
years. These petitioners come generally from every walk of life, and while 
they include men of substance, they are not representative of particularly 
wealthy interests. Eighty-five per cent of the petitioners come from the four 
western provinces and 15 per cent from Ontario. About 60 per cent of the 
total are businessmen in these areas, but there are also 14 lawyers, five physi- 
cians, four chartered accountants, four university professors, farmers, engineers, 
journalists, pharmacists and other occupational groups. We feel it is a 
representative list and we look forward to working with this group. We are 
sure they will be a great help in organizing the bank. Directors of the bank 
will come from this list and other persons active in Canada’s economic life. 
The majority of the directors will be resident in the west. . 
In the case of the Bank of Western Canada, we expect to be able to com- 
mence business with almost $13 million in capital and rest account, which will 
be the largest amount any Canadian chartered bank has had at its beginning. 
The Mercantile Bank of Canada started with $1.5 million and now has $5 mil- 
lion. In 1958, the Provincial Bank of Canada had $12 million in capital and 
rest account, its total assets were $326 million and it earned $1,650,000 that 
Veor. ny 
In 1940, the capital and reserve of the Bank of Toronto totalled $15 mil- 
lion, and in 1945 the Dominion Bank had $14 million. On this point it is inter- 
esting to note that most of our largest banks started with a total capital of 
less than half a million dollars, and in 1900, The Royal Bank of Canada had 
only reached $2 million in capital and a reserve of $1.7 million. .. 
Rather than merely indicate our intention to raise almost $13 million, we 
decided to raise such funds on a trusteed basis, pending the granting of a 
charter. Should a charter not be granted, the funds will be returned to the 
would-be subscribers. We are pleased to tell you today that our financial agents 
have advised us that the entire amount has been raised or is firmly committed 
for, and should a charter be granted, funds will be available to take down 
almost $13 million of stock. Se 
Mz 


a 
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Our financing has been as follows: By a prospectus dated February 11, 
1964, The Wellington Financial Corporation, Limited, sold Trustee’s Subscrip- 
tion Certificates for an aggregate amount of $3,750,000. Canadian Finance and 
Investments Limited is closing an underwriting today which will net its treas- 
ury $2,800,000. Of this amount, Canadian Finance and Investments Limited 
will designate $2,250,000 for investment in the proposed bank stock. York 
Trust and Savings Corporation has indicated its intention to subscribe for 
$495,000 worth of bank stock and each of the five proposed provisional direc- 
tors of the Bank has subscribed for 500 bank shares. All shares in the bank 
will be sold for $15 each. 

Monday and Tuesday of this week, a pre-incorporation offering of certifi- 
cates evidencing subscriptions for 430,000 shares in the proposed bank were 
offered mainly in the west at $15 per share. We understand the issue was 
over-subscribed within hours. Some $6,450,000 will be raised through this 
distribution and it will result in virtually every Western Canadian financial 
institution and approximately 3,000 private investors in the west having an 
investment in the proposed bank, should a charter be granted. These insti- 
tutions include: All Canadian Funds, Grouped Income Shares Limited and 
‘Seaboard Life Insurance, all of Vancouver. Alberta Fidelity Trust Company 
‘and First Investors Corporation of Edmonton. Great-West Life Assurance Co., 
Monarch Life Assurance Company, Sovereign Life Assurance Co. of Canada, all 
of Winnipeg; and Empire Life Insurance Co. of Kingston. 


The CHAIRMAN: That is Ontario, is it? 
Mr. STEVENS: That is right. 


In total the above financings have raised $12,982,500 for investment in the 
‘proposed bank stock and we have an impressive future shareholders’ list. 

Wellington now has shareholders or certificate holders in excess of 2,500; 
Canadian Finance & Investments will have shareholders in excess of 2,500, and 
‘we have been assured by the financial agents handling the pre-incorporation 
‘offering that there will be at least 3,000 potential bank shareholders, resulting 
from that distribution. This will result in the bank having 8,000 shareholders 
directly or indirectly through Wellington and Canadian Finance. This list of 
shareholders compares favourably with shareholders in our existing banks. For 
example, the Banque Canadienne Nationale in 1962 had 4,806 shareholders 
and the Provincial Bank of Canada had 5,349 in 1963; the Bank of Nova 
Scotia had 13,122 in October, 1963. We have made stock available to mutual 
funds and other financial institutions in the west to ensure as wide an interest 
as possible in the bank. 
'. We have not sought and will not accept any foreign participation in the 
formation of our bank. The pre-incorporation offering prospectus makes it 
clear that this offering may not be purchased by non-residents of Canada. 
We are requesting each subscriber to sign a statement which I would like 
to read to you. 


| 1. The applicant understands that ownership of shares in the proposed 
bank by non-residents of Canada may be prohibited or restricted 
| by provisions in the Act of Incorporation, and that the subscription 
certificates hereby applied for are not available for ownership by 
and cannot be transferred to a non-resident or any person acting 
/ as nominee, agent, trustee or otherwise directly or indirectly on 
behalf of a non-resident. 


The application form goes on to say: 


2. The applicant is: 


(a) a natural person ordinarily resident in Canada, or 
| 2052933 
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(b) a company incorporated under the laws of Canada or of a Pro 
of Canada and has its principal place of business in Canada and 
is not by any means whatsoever under the control of non-residents 


of Canada. a. 
3. (a) the applicant is subscribing for shares in his own right: to be held : 
by him as sole beneficial owner and is not acting as nominee, agent, 
trustee or otherwise on behalf of any other person, and has not 
made and no person has made for him any other application for 
shares or subscription certificates relating to shares in the proposed 


bank, or—as the case may be— 


(b) The applicant is subscribing on behalf of another person, namely — 
Full Name BU ey RENT Cok a es ge enn nr 
BN CAPESS wrens Sos ence cies Meme beders tein yglla ge Cee saetial Calling’ sv i0 eam oa 


(hereinafter called the “beneficiary”), who is a natural person or- 
dinarily resident in Canada, who will be the sole beneficial owne 
and who is not acting as nominee, agent or trustee or otherwise o 
behalf of any other person, and neither such beneficiary nor a Ly 
person acting for him has made any other application for shares or 
subscription certificates relating to shares in the proposed bank. — 


Gentlemen, prospectuses with respect to each of these issues are available 
It is sometimes mentioned that a new financial institution may have 
difficulty in attracting suitable staff. Any doubt we might have had on this p 
has certainly been dispelled. Since our announcement was made public 
December, we have received dozens of inquiries and letters from persons 
the banking community requesting positions and indicating their desire 
become associated with a new institution such as the one we propose. Th 
overtures have come to us from those employed at many different levels 
in these institutions. “aa 
We realize that it is proposed to revise the Bank Act, probably some t 
next year, and we would like to clarify that our plans are not based on 
anticipation of the Bank Act provisions being liberalized in favour of the b 
in Canada. We are quite satisfied to commence business under the exist 
Bank Act and to continue in business regardless of any revisions which r 
be in the act. dg 
It is proposed that our bank will carry on a general banking business 
much the same as the presently existing banks. 
Now about ourselves. As I have mentioned, The Wellington Finan 
Corporation, Limited, Canadian Finance and Investments Ltd., and York Tr 
and Savings Corporation intend to subscribe for stock in the proposed b 
should a charter be granted. I am a director and president of these tk 
companies, and Mr. Coyne is a director and chairman of C.F.I. and York T1 
Mr. Nesbitt—-who is one of the proposed provisional directors, in addition 
those already mentioned—is vice-president and a director of C.F.I., Mr. Brug 
who has been introduced to you today—is vice-president and a director of 
Wellington Financial Corporation Limited, and Mr. Bodie is a director of C. 
Wellington is a company incorporated under the laws of Canada ind 
It has carried on business from Guelph, Ontario ever since and it came un 
our group control in 1961. It is now engaged primarily in the real proper 
mortgage business, but upon the contemplated purchase of the bank stock, 
75 per cent of its net worth will be in that one investment. a 
C.F.I. is a Manitoba company incorporated in 1926. It operates out ¢ 
Winnipeg and is now engaged in the real property mortgage business. It intends | 


rl 


+f 


gg Secale BANKING AND COMMERCE 37 


nvest in various financial institutions now operating or expected to operate 

western Canada, including the proposed bank. Its bank commitment will 

represent 66 per cent of its net worth. 

York Trust was formed in 1962 under the laws of Ontario and it has since 
, own into a $20-million organization with a net worth of $3.5 million, and 

most 1,000 shareholders. Its investment in the proposed bank would be 

elatively small. 

_ These companies are autonomous in their operation but they do co-operate 

mong themselves where it is convenient. The Alberta Fidelity Trust Com- 

yany is a 1912 Alberta company of which Mr. Bodie is now president. Mr. Bodie 


is 


s another of the proposed provisional directors. This company plans to invest 


While British International Finance (Canada) Limited does not plan 
to invest directly in the bank, I would point out that it holds approximately 
0 per cent of the equity of Wellington, 40 per cent of York Trust and 20 per 
ent of C.F.I. I am a director and president of British International. Like all 
he other companies mentioned above, our shareholders are Canadian almost 
100 per cent. 
Gentlemen, by that I mean that I checked with our transfer agencies, and 
hey have one or two non-resident shareho!ders holding 50 or 100 shares. We 


annot say 100 per cent owned, but it is within a whisker. 


_ The CHAIRMAN: “Owned” may not be the most apt word, because the 
hares register indicates who “holds”. 


_ Mr. Stevens: I can go further: beneficiaries, either directly or indirectly. 
ere is no non-resident ownership other than a minute registration, as I 
e said. 

British International’s name is sometimes confusing but as was pointed out 
ima recent article in the Executive Magazine, the company is “not really British, 
International or in the finance field.” 


ooh 


_ The CHarRMAN: It has a good name! 


_ Mr. STEVENS: The name comes from a small company we own in Nassau 
ulled British International Finance Trust Limited. 

British International, an Ontario company, was formed in 1960, by a group 
ich included Mr. Nesbitt and myself, and became active in acquiring 
} tantial interests in Canadian concerns, as in the case of Wellington or by 
rting new companies such as York Trust. Usually we have had publie under- 
itings with respect to our undertakings and sometimes we have been part- 
with substantial interests such as in the case of Canadian First Mortgage 
poration where 20 per cent is held by Mid-Continent Investments Limited 
Vinnipeg which is associated with The Osler Corporation Limited of that 
7; the Toronto-Dominion Bank holds 20 per cent—that is, of the Canadian 
st Mortgage Corporation—and British International holds 20 per cent. 

Our federation of companies has resulted in the combined group having a 
{ worth of $10 million and should our bank proposal materialize, this net 
th figure will rise to over $20 million. 

_ British International owns certain smaller companies outright such as 
Scarboro Finance Corporation Limited and Simcoe Retail Acceptance Limited. 
ombined total assets of these companies is only a little over $100,000. They 
e been partly inactive and have only been servicing incidental business 
Several years. 

t would not be our intention should we receive a charter to have other 
anies in our group borrow funds from the new bank. In fact, prior to an- 
meing our intention to apply for a bank charter we spoke to each of the 
eng. banks with which we deal and gave and received assurances from 
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them that in the event we received a charter, our groups’ existing banking 
arrangements would be maintained. 

We do hope, however, that our group of companies, including the bank, if 
incorporated, will co-operate wherever possible to ensure that the best pos- 
sible and broadest service will be given to our customers. This is the present 
day trend in the financial field as is evidenced by moves made by our existing 
banks of which you are all aware, some of which Mr. Elderkin referred to in 
his remarks. 

In summary then, we have no grievance with any of the existing banks in 
Canada. In fact, we have excellent banking arrangements with most of these 
banks with respect to the various companies in our group. We feel that our 
Canadian banks are providing an excellent service to the people of Canada, 
but we also feel that there is room for one more bank in Canada and more 
particularly, one having its head office in the centre of that vast area stretching 
from Bay Street to the Pacific Ocean. 

Before making our intentions known with respect to our proposed bank, 
our group was most hesitant and cautious as to the outcome or repercussions 
which might result when our intentions were announced. In spite of these 
feelings, we finally determined to attempt to do what we had been assured 
was impossible, namely, to obtain a charter for a bank in Canada. 4 

We have been assured by the response we have received from the invest- 
ment community in Canada by the fact that some sixty investment dealers in 
Canada have been active in selling Trustee’s Subscription Certificates of The 
Wellington Financial Corporation, Limited and/or stock in Canadian ninangg 
& Investments Ltd., and/or the pre-incorporation offering of the bank stock 
which I referred tothe subscription certificates—and that these invest 
dealers include: A. E. Ames, Bell Gouinlock, Bongard, Burns Bros. & Denton, 
F. H. Deacon & Co., Dominion Securities, Gairdner & Co., Greenshields Inc. 
Houston, Willoughby & Co., McLeod, Young Weir, Midland-Osler Securities, 
Mills, Spence & Co., Nesbitt Thomson, Oldfield, Kirby & Gardner, Odlum, 
Brown, Pemberton Securities, W. C. Pitfield, Ross, Knowles & Co., Royal Se- 
curities, Sydie, Sutherland & Ritchie, Walwyn Stodgell, Wood Gundy. etc. , 

We have been encouraged by the petitioners who have joined us in our 
application to Parliament and by the many thousands of shareholders who 
have shown their confidence in their willingness to invest money in the new 
venture. Finally, we are delighted by the public response that has been 
evidenced throughout Canada and in particular throughout the area in which 
we hope to be most active initially. n 

This is the first opportunity that the Parliament of Canada has had for 
nearly fifty years to demonstrate that a Canadian group with Canadian money 
in hand can receive a charter for a bank in Canada. We sincerely hope that 
our charter will be granted and that this impression that has been prevallll 
for so long that it is impossible to receive a bank charter in Canada, will not 
prevail. - 

The CHAIRMAN: Gentlemen, it is now at least 12.30. 


Senator LEONARD: Mr. Chairman, I think you all have before you the brief 
that Mr. Coyne was going to read. 


The CHAIRMAN: It has not been distributed. 


Senator LEONARD: It should not be distributed unless you are going to 
hear it now. Could we at least read it now and have the cross-examination at 
some other time? It really all goes into one statement, having regard to what 
Mr. Stevens has read, and I think the committee should hear it now. 


The CHAIRMAN: You can file the statement, but that of course may not 


be the best way. On the other hand, we could pdiouen now to the call of the 
Chair. I doubt if it will be possible to deal with it later today. 
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hi Senator LEONARD: I would ask the indulgence of the committee while Mr. 
Coyne reads the statement. 


Seenator Kinury: I would like to hear Mr. Coyne. 


__ Senator McCurcuzon: I had thought we would be through by twelve. 
I have to leave now, but I would be perfectly happy to have Mr. Coyne 
read or present the statement. I am sure the matter will not reach finality 
at this stage. 

May I request that Mr. Stevens provide the members of the com- 
mittee with copies of the prospectus to which he referred in his statement. 


The CHAIRMAN: Then perhaps we should hear Mr. Coyne now and then 
adjourn. 


Mr. James E. Coyne: Honourable senators, I thank you for giving us this 
Opportunity to make known to you our plans, and the reason why we are 
applying for the incorporation of a chartered bank under the Bank Act. I 
may say that my part of the statement is only half as long as that of Mr. 
Stevens, so I won’t detain you very long. 


Mr. Stevens in his part of our opening statement has described the 
steps which have been taken, and will be taken, to organize the bank and 
raise the necessary capital for it. I shall complete the story by describing 
the kind of bank we hope to establish and how, as we see it, this bank will 
fit into the existing banking system in Canada. 


A very important feature of our proposal is to make it in a real sense 
a bank of and for western Canada with its head office in Winnipeg. Aside 
from a securities trading office in Toronto, to facilitate dealings in treasury 
bills and other Government securities, it is expected that at first this bank will 
have branches only in the four western provinces. 


Later, once a strong base has been established, branches will from time 
to time be opened in other provinces. It is intended to keep the executive 
offices and general management of the bank permanently in Winnipeg, and 
western Canada will always be the area of special interest and _ special 
strength for this bank. 


| In its origin, therefore, this will be to a large extent a regional bank. It 
Should not be forgotten that all our chartered banks in Canada started as 
-Tegional banks. Two of them still do 90 per cent of their business in a single 
Province, Quebec,—one having 96 per cent of its branches in Quebee and 
the other, 88 per cent. On the other hand the five larger banks have less 
than 14 per cent of their branches in Quebec. One has 58 per cent of its 
branches in a single province, Ontario. Three of. these five banks have col- 
lectively less than 5 per cent of their branches in the four Atlantic prov- 
-inces, which have 10 per cent of the population of Canada. Another indi- 
Cation of the local character of much of our banking may be seen in the 
fact that there are 1,650 towns in Canada with only one bank, 330 with two 
banks and 300 with three, four, five, six, seven or eight banks represented. 


| There are other variations among the banks, even excluding the special 
Case of The Mercantile Bank, which show that there is not just one stereo- 
typed model to follow. There is clearly room for differences in outlook 
and methods and results. The number of branches in Canada varies from 
364 for the smallest bank to 1,264 for the largest. The average amount of 
‘Capital per branch varies from $70,000 to $285,000. Total capital and rest 
fund per bank varies from $26 million to $316 million. 

Total deposits of the banks vary from over $5 billion to just under half 
-a million. Canadian dollar deposits per branch average $3 million for all banks, 
but for individual banks average deposits per branch vary from $3.7 million 
to $1.3 million. 
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I mention parenthetically that York Trust and Savings Corporation with 
which I am connected already has average deposits and guaranteed certificates | 
of $1.8 million per branch for the six branches opened in 1963. 4 

A second major feature of our plans for the Bank of Western Canada is 
to have it become closely knit to the fabric of the communities where it operate z 
Mr. Stevens has described fully the broad base of stock ownership in the bank 
and in the institutions which are playing a special part in its initial financing. 
I shall emphasize the operating principle that we want the Bank of Western 
Canada to base itself on the deposits of the general public and on a great num- 4 
ber of small and medium sized loans, not on the accounts of large corporations 
in Central Canada. q 

Instead of trying to start from the top down, with a handful of branches 
and a small number of large accounts—as in the case of the two non- -Canadiai . 
banks that obtained charters from Parliament in the past 25 years—we are 2 
planning to build from the ground up and expand our number of branches in 
western Canada within the limit of our deposit-gathering capacity. 4 

Our Board of Directors will be chosen so as to be broadly representative e 
of all sectors of the community with which we have connections. 

We hope that our managers and staff will in most cases stay in the com- 
munities where they establish our branches, and will have a closer and mol e 
continuous connection with their customers and with the whole communit y 
than is possible when there are frequent transfers of staff from one town to 
another. Our branches will be modest in size and appearance but will be 
spread through all parts of the community in locations designed to give tg 
best service and hence attract the largest volume of business. 

Our loans and investments will be made in the areas from which we draw 
our deposits. We shall publish figures showing for each region the volume of 
each kind of business that we do. 

We do not quarrel at all with those institutions that operate differently a 
We feel, however, that there is plenty of room for an institution operating 
along the lines indicated to render valuable assistance to the public and q 
make profits for its shareholders. 

At this point I should like to state as Mr. Stevens has done without qualll 
fication that we do not intend to use the funds of this bank to make loans to. 
other institutions, such as York Trust, Wellington Financial, British int 
tional Finance, Canadian First Mortgage Corporation, or Simcoe Acceptance, 
with which some of the organizers of this bank are connected. 

These companies all have established banking connections which they y 
expect to maintain, and in any case the size of loan that could be made avail- 
able by the Bank of Western Canada would be of no interest to them. Similar ly 
as regards the financial institutions in Western Canada with which we a! 
connected—in their case, they will no doubt do some of their regular banking 
business with the bank, but will not look to it as a source of funds to be used. 
in their own operations. 4 

The Canadian banking system today is very different from what it was ¢ 
or 50 years ago, and is much larger than it was even so recently as the eve 
of World War II. In the 25 years from 1938 to 1963 the volume of Canadian in 
deposits has multiplied 64 times, and total deposits—including foreign de ; 
posits—8 times. There are three banks today, each of which is larger than by 
50 per cent than the entire system in 1938. In the past ten years, total Cana- 
dian deposits have grown from $9 billion to $16 billion, an increase of s7 
billion. Instead of an increase in the number of banking corporations, however, 
the number of banks declined from 11 to 8. During this ten-year period the 
published capital and reserves of the Canadian banks nearly tripled, rising from 
$413 million in 1953 to $1,144 million in 1963. Net operating earnings multip 
by five and dividends multiplied by seven in that ten-year period. The average 
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lue of one share of stock in each of the banks has risen from about $15 in 
43 to about $35 in 1953 and to a high of about $70 in 1963. Dividends, as I 
lave said, have multiplied seven-fold since 1943 and over three-fold in the 
ast ten years. 

_ The total number of branches has both grown and fluctuated in our 
banking history. From about 700 in 1900 the number rose to 4,676 by 1920, 
dropped by 900 in the next six years, rose 300 in the next four years, and 
dropped again by 1,000 over the next 13 years to a total of 3,084 in 1943, or 
less than two-thirds of what it was in 1920. In the ten years 1943 to 1953 the 
number of branches grew again by 1,000 and by a further 1,500 during 1953 
to 1963 to a total of 5,626 at the end of last year, of which 5,447 were in Canada 
and 179 outside Canada. 

_ Obviously not all of these branches were well chosen, and some were 
and are considerably more expensive or less profitable than others. The es- 
tablished banks have indicated to the Royal Commission that it takes from 
three to five years for a new branch to operate at a profit. We believe that 
in the case of the Bank of Western Canada we can shorten the period to an 
average of two years. 

__ This brings me to the third main feature we expect in the Bank of 
Western Canada, namely economical operations based on low operating costs. 
We expect to operate, as I have said, in very modest premises, in locations 
suitable for a large volume of business but by no means the most expensive 
corners in town, and not necessarily corner locations at all. By using modern 
accounting machines and methods from the start, we believe we can operate 
with less staff and a lower overall expense ratio than some, at least, of the 
older institutions. 

ee We Shall put great emphasis on flexibility in methods to suit various 
local conditions and the requirements of our customers. By establishing in 
Western Canada a Bank of Western Canada, giving quick decisions from a 


aed office in western Canada and from regional offices with real authority 
in each province, we expect to develop a greater volume of business per 
branch than some other institutions. The already demonstrated enthusiasm 


of western Canadians for our project is most encouraging. 
ae On all these counts, we confidently expect unit operating costs—that is, 
i per dollar of deposits or per dollar of loans—to be lower than other 
i For all these reasons also, we believe we will be able to compete strongly 
al d effectively with the other banks, without attempting to get too big or to 
take on business which we cannot handle. We will no doubt compete with 
them more effectively in some fields of business than in others, and perhaps 
not at all in the field of large national corporations. But there is going to be 
2 great increase in the number of business enterprises with head offices in 
western Canada, and we expect to get a significant share of their business 
and to grow with them. 

__ Needless to say, the other banks will, of course, continue to grow by 
dillions of dollars as well. 

ae Our planning has been based on the belief that there is room for more 
2anks in Canada, and for more competition in banking in Canada, and for 
1ew ideas and new methods in banking in Canada. We believe there is room 
Or small banks that keep a sense of proportion, and for new banks that respect 
he best traditions of Canadian banking but have some ideas of their own too. 
As I have said, great changes have occurred in the 52 years that have 
assed since the last occasion on which a Canadian-owned bank obtained a 
Agrer and commenced operations. I have already mentioned statistical 
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changes and I wish now to refer to changes in methods and in environmen 
which may affect the ability of a new bank to operate successfully. 


In 1911, as you have heard from the Inspector General of Banks, there 
was no provision for an outside audit of a bank—the so-called shareholders’ 
audit. That only began in 1913 and the provisions in this regard were strength- 
ened in 1923 as a result of experience when one bank was absorbed by another 
in 1922 after its affairs were shown to be precarious. The Home Bank failure 
later in 1923 led to the creation of the office of Inspector General of Banks in 
1924. There have been no bank failures since, and it is difficult to see how 
there could be, with today’s safeguards. ; 

Another change has been the removal of the right of note issue by the 
chartered banks. With that went the removal of double liability of share- 
holders. This plus the reduction of the par value of bank shares from $100 
to $10 made it possible for persons of relatively small means to become share- 
holders of Canadian banks. No bank owned by Canadians has started sinc 
these changes were made, but in the past 20 years the number of Canadian 
shareholders (including some duplications, no doubt) in the existing banks 
has risen from 36,000 to over 90,000. 3 

Another great change in the banking situation resulted from the establish- 
ment of the Bank of Canada which began operations in 1935. The central bank 
lends strength to all the chartered banks both because it stands ready to lend 
money to them at a moment’s notice, and because it participates in security 
markets and ensures that these will not be disorganized at a time when banks 
or others may wish to raise liquid funds by selling Government securities. 
The creation of a Treasury Bill market and further development of the mone} 
market by the Bank of Canada have also greatly improved the liquidity and 
the assurance of liquidity of all the banks. These matters are perhaps of 
particular importance to small banks and newly established banks. 


On the side of investments and earnings, there have also been ver} 
important developments in recent years. In 1954 the banks were authorize 
to invest in government-insured housing loans. A new bank would be partic 
ularly interested in these loans with their high yield—6 per cent or better— 
and unquestioned safety, which are also very liquid and command a read} 
market. 4 

Again, for some years, but especially since 1954, the banks have shown 4 
rapid growth in personal loans in the nature of consumer credit loans, or 
which the return is usually ten per. cent or twelve per cent on the fund: 
actually employed. At the end of 1963 such loans amounted to $1,432 milliot 
or 20 per cent of total “general” loans of the banks. Total personal loans of al 
kinds—including consumer credit loans, loans secured by Government bonds 
and so on—were 33 per cent as great in dollar volume as total business loans 
In the case of some individual banks these ratios were of course higher tha 
the average. As I have said in the past—and as the presidents of severa 
chartered banks have also emphasized—consumer credit loans should not bi 
given priority over normal commercial loans, but subject to that, they offer ¢ 
good outlet for a proportion of a bank’s lendable funds. ne 

The picture today is that the established banks are now in the mortgagt 
business and the consumer credit business in a big way, and find these line 
of business both safe and profitable. They also own important share position 
in trust companies, mortgage companies, and instalment finance companies. TI 
largest bank in Canada has recently started making conventional mortgag' 
loans, which it cannot make by itself under the Bank Act, through all it 
branches, by acting as agent for a newly established mortgage compan) 
which is partly owned by the bank. One of the mortgage companies in our ow: 
group, indeed, is 20 per cent owned by another chartered bank. 4 
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In combination, these developments have made banking in Canada much 
safer for depositors, easier for management, and more profitable for share- 
holders. Banks have spread out into many fields of financial business, competing 
there with institutions which previously had the field to themselves. The total 
size of the banks has multiplied many times, but their number has decreased. 
In our view, there are far better opportunities today than ever before in our 
history for new banks to establish themselves and to prosper. 

If I may make just one reference to near-banks, I regard the expansion 
of the so-called near-banks is no real threat to the banking system. The near- 
banks should be regulated, to be sure, as a matter of public policy, but not for 
the purpose of protecting the chartered banks from competition. There are 
those who welcome competition rather than fear it or complain about it or 
try to restrict it. More competition from outside their present ranks, and an 
inflow of new blood into the banking system may indeed be in the best 
interests of the established banks themselves. 


Mr. Chairman and Honourable Senators, these are the reasons why the 
etitioners in the present application respectfully request the Parliament of 
canada to allow a broadly based group of Canadians with adequate capital, 
who are prepared to meet competition from any quarter, to organize a new 
sank in Canada, the Bank of Western Canada. 

The CHAIRMAN: Gentlemen, the meeting is now adjourned. 

Senator LEONARD: Mr. Chairman, are we adjourning to the call of the 
Shair? 

The CHAIRMAN: Yes. 


Senator LEONARD: And these witnesses will be available for examination? 
The CHAIRMAN: Yes. 


Senator RoEBuckK: Why do we not return after lunch, before three o’clock? 
The CHAIRMAN: It is impossible. 


_ Senator Biors: Are we likely to have a meeting later this afternoon? 
Nuite a number of us have meetings already arranged for later this afternoon. 


_ The CHarrman: I would doubt it from looking at the Order Paper, but 


will think about it. If the meeting adjourns to the call of the Chair I will 
ee what I can do. 


Senator LAMBERT: I have one suggestion to make in connection with plans 
or the future, if the Chair has not already made up its mind as to what 
he program is going to be. In view of the evidence we have had here this 
norning, I think it is very vital that, at a convenient time in the near future, 
he central Bank of Canada should be represented here by Mr. Rasminsky, 
0 throw some light on the material submitted to us this morning by Mr. 
iderkin. I think his evidence will be very much worthwhile. 

The CHAIRMAN: We will adjourn, to resume at the call of the Chair. 

The committee adjourned. 
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Fergusson Molson Willis be 
an Flynn Monette 4 Woodrow—(50). 
eve Gelinas O’Leary (Carleton) 


Ex officio members: Brooks; and Connolly (Ottawa West). 
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hei sO aa 
gs of the Senate, Thursday, 4 
[2th, 1964: EA yee 
ai ursuant to the Order of the Day, the Senate resumed the debate on the ib ae 
tion of the Honourable Senator Leonard, seconded by the Honourable Sen- Ob alae 
r Inman, for second reading of the Bill S-6, intituled: “An Act to incorporate _ fee 
k of Western Canada”. a 
After debate, and— 
question being put on the motion, it was— 
lved in the affirmative, on division. 
Bill was then read the second time, on division. 


e Honourable Senator Leonard moved, seconded by the Honourable y 


inman, that the Bill be referred to the Standing Committee on Bank- 
‘Commerce. ‘ 


question being put on the motion, it was— 


al ¥ 


J. F. MacNEILL, 
Clerk of the Senate. 
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__—s MINUTES OF PROCEEDINGS 


eee © WEDNESDAY, May 6th, 1964. 
Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 9.45 a.m. 
P. ‘esent: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 
Beaubien (Bedford), Beaubien (Provencher), Blois, Bouffard, Brooks, Burchill, 
nolly (Ottawa West), Cook, Crerar, Croll, Dessureault, Fergusson, Flynn, 
haw, Hugessen, Irvine, Isnor, Kinley, Lang, Leonard, McCutcheon, Mc- 
an, Molson, Pearson, Pouliot, Power, Smith (Kamloops), Taylor (Norfolk), 
horvaldson, Vaillancourt, White and Woodrow. (35) . 
In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 
Consideration of Bill S-6, intituled: “An Act to incorporate Bank of West- 
ern Canada”, was resumed. 


The following witnesses were heard: 
Mr. J. Ross Tolmie, Parliamentary Agent. Be 
Mr. Sinclair M. Stevens. 


Mr. James E. Coyne. 


On Motion of the Honourable Senator McCutcheon it was RESOLVED 
print the list of Shareholders and the financial statement of the British 
nternational Finance Company as an Appendix to this day’s proceedings. | 
On motion of the Honourable Senator Leonard it was agreed to retain 
Bill S-6 on the agenda of the Committee. 
On Motion of the Honourable Senator Power it was RESOLVED that the 
sident of the Canadian Bankers’ Association be notified of the Committee’s 
sideration of this Bill. | 


At 12.05 p.m. the Committee adjourned to the call of the Chairman. 


F. A. Jackson, 
Clerk of the Committee. 
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len THE SENATE : 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 
a EVIDENCE 


OTTAWA, Wednesday, May 6, 1964. 


_ The Standing Committee on Banking and Commerce, to which was referred 
‘8-6, to incorporate the Bank of Western Canada, met this day at 9.45 a.m. 


ve further consideration to the bill. | | E 
Senator Salter A. Hayden (Chairman) in the Chair. i 
i ‘i 
4 The CHAIRMAN: We are continuing the hearing which started some time ago Be 

in Tre E tion to Bill S-6. t 


_ Senator McCurcHEon: Mr. Chairman, before we proceed with the hearing, 
when I received my notice of this committee meeting and having talked it over 
with other honourable senators I found there was no indication as to what was 
ne ‘before us. I endeavoured to ascertain by reference to the proceedings 
selves and I found that there was a meeting of this committee called for 
; this morning to consider Bills S-12 and S-15. It was only late yesterday 
afternoon I learned that this matter of Bill S-6 was on the agenda, Is it possible 
for steps to be taken in future so that at least our notices will tell us what is 
coming before us? 

The CHarRMAN: Up until this year in the notices convening the committee ; 
t was stated what bills would be heard by the committee. And I understand it ol 
rred during this year too. Why the practice has changed, I don’t know. 
ever, with your authority behind me I will see about having this corrected, 


that the bills we are to consider will be stated in the notice. } i: 
Senator LEONARD: Mr. Chairman, am I right that at the meeting last week 

ised this question of proceeding with this Bank of Western Canada bill 4 
ay? XG 


17a 


The CHarrMAN: It was at the end of the meeting that this question was 


Senator McCurTcHEon: I was not present at the meeting and those proceed- 
8 were not reported. 


The CHatrman: I will see to it that there is an identification in the notice 
e bills to be considered. 

iV Vhen we adjourned last time after considering this bill we had heard 
ments by Mr. Stevens and Mr. Coyne. We deferred any questioning, and 
two gentlemen are here today to submit to whatever questioning the 
ttee wishes to subject them to. After that we will decide what our future 
of action is going to be. | 

here is one question I should like to raise with the sponsor of this bill 
hearing the witnesses. I notice on reading the bill that you propose © 
oration—this is at the end of section 1—under the name of Bank of West- | 
anada, which is thereafter referred to as “the Bank”. It is only in the 
We that you make reference to the French name. I was wondering whether | 
id given thought to, or whether the Law Clerk had been consulted with 


K i, 


ct to, the omission of the French name in section 1. 
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Senator Leonarp: I speak subject to correction, but I think we are foll 
ing the traditional pattern in which the name of any bank is set out in 
schedule rather than in the act itself. Mr. J. R. Tolmie, counsel for the peti- . 
tioners, is here, and before introducing Mr. James E. Coyne and Mr. Sinclair ) 
Stevens perhaps Mr. Tolmie might speak to that. ; 


The CHAIRMAN: The reason I raise that point is that section vf isa sub- 
stantive section giving the name of the bank. “i 
Senator LEONARD: The question is whether it should be amended to include 
the name in French, as we are doing in so many bills now? a 
The CHAIRMAN: That is right. a 
Senator LEONARD: In addition to your remarks, Mr. Chairman, perhapea I 
might say that when we adjourned to the call of the Chair we had not at that 
time received the report of the Royal Commission on Banking and Finance. I 
make the suggestion that it might be helpful to the committee if Mr. Coyne 
and Mr. Stevens added briefly to the statements they submitted to the last 
meeting, having in mind that the report of the Royal Commission is now 
available. We can then go ahead with the questioning. @ 


The CHAIRMAN: I have some thoughts on that, but I have not consulted 
the members of the committee. May I state what they are? I am not ina posi- 
tion to indulge in any serious questioning arising out of what the Royal Com- 
mission said. There has not been time in which to study the report and thus be 
able to ask intelligent questions with respect to it. My own suggestion would 
be that we should have the examination of these witnesses now on the state- 

ments they have made. If it broadens out into something further than that, 
then that is fine. If the questioning does not broaden out sufficiently and the 
witnesses want to make a statement afterwards then they may do so. But, | 
doubt whether the members of the committee are ready to address themselves 
in any particular way to the report of the Royal Commission on Banking and 
Finance. 

Senator LEONARD: I am not suggesting that we get into any detailed aigt 
cussion of the report of the Royal Commission, but I think in fairness to these 
applicants they should have the opportunity now of saying, in so far as their 
application is concerned and in so far as this particular bill is concerned, 
whether there is anything in the report that causes them to make any chang 
or additions to their statements. 


Senator CROLL: Mr. Chairman, it seems to me that Senator Leonard ca n 
very well lead us into that line of questioning. He can read parts of the e 
report and ask the witnesses whether they agree or disagree. We can get it ¢ on 
the record in that way. 

The CHAIRMAN: All I was suggesting was that these witnesses are in the 

same position as any witness. They can be asked any question which tt 1e 
committee wishes to put to them, and if, when the questioning is finished, they 
feel it has not been broad enough to deal with their views of this report they 
can make a statement. Mr. Stevens read his statement first so I take it. he 
already commands the number one position. ; 

Senator LEONARD: I think Mr. Coyne spoke first, and I suggest Mr. Tolm 
should state how he would like to proceed. 

The CHAIRMAN: Mr. Stevens spoke first the last time, and I was giving him 
the priority he had earned. You can settle among yourselves the order in which 
you wish to speak. 


q e 


Mr. J. R. Tolmie, Q.C., Counsel for Petitioners: Honourable senators, with 
your permission we would like to carry on from the point where we left off 
at the last committee meeting on March 18. As you recall, the meeting 4 
journed at that time subject to the call of the Chair for the purpose of awaiti ing 
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1 n we will have Mr. Stevens carry 
on with respect to the points he was dealing with last time. Without breaking 
the continuity I would ask Mr. Coyne to go first. 
| The CHAIRMAN: Just a minute, please. We have just discussed that, and 
Iam not sure we adjourned the last time specifically to await the report of the 
Royal Commission. We adjourned because we ran out of time, otherwise we 
would have had the examination of the witnesses following the presentation of 
their evidence. The record shows that we ran out of time, but I am in the 
hands of the committee. If the committee wants to hear supplementary state- 
ments, then that is fine; if it wants to examine on the evidence that has been 
given, then that is fine. 
Senator CROLL: Mr. Chairman, I think if they have any further statements 

to make we ought to hear them now. : 


_ The CuHarrMan: Yes, very well. I must say it was not a question of not 
hearing them before. Mr. Coyne? 


Mr. James E. Coyne: I should like first, sir, to make an arithmetical correc- 
tion in the statement I gave to the committee on the last occasion, as it appears 
at the bottom of page 40 of the record of proceedings. I spoke of certain 
earnings of the banks having increased by a certain amount over a ten-year 
period; that should have been a 20-year period. That is the last line on page 
40 of the record. 


_ Mr. Chairman and honourable senators, there has been a new develop- 
ment since we were last before you. As honourable senators will recall, state- 
ments were made in the Senate to the effect that our bill should not be 
finally dealt with in this committee until after the report of the Royal Com- 
mission on Banking and Finance had been received. 


Senator McCutcneon: And until we had had an opportunity of considering 


Mr. Coyne: Yes, and until honourable senators had had an opportunity of 
considering it. Of course, the applicants were glad to have an opportunity of 
considering it too. ? 

The fact that the report has now been published means, I think, that the 
Statements we gave you nearly three months ago are incomplete, and I very 
much welcome this opportunity to add briefly to what was said on that occasion, 
and particularly to bring it up to date by referring to what I consider those 
parts of the report of the Royal Commission which— 

_ The CuHarrman: Three months ago? 

Mr. Coyne: Two months ago. It was on March 18. 

Mr. ToLMIE: We have copies of this to distribute, Mr. Chairman. 

The CHariRMan: Very well. 


Mr. Coyne: Honourable senators are aware that the report in its entirety 
Savery bulky document. It runs to 27 chapters and 566 pages, but the parts 
naking recommendations regarding chartered banks, or possible changes 
n the Bank Act, are contained in just two chapters, namely, chapters 18 and 
-9, and also in the final summary of the general report in chapter 27. The 
irst sentence of chapter 19 indicates the keynote of the commission’s approach. 
At page 377 they say this: 

, We have described the spirit of competitive freedom which we 
believe should underlie the Bank Act and the changes necessary to 
give it effect. 
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At page 367 the report speaks Ot: 
—the long run objective of developing a larger group of eae -est 
banking institutions. 


I suggest, sir, that the philosophy of the report is clearly favourable to m m 
competition in the banking field in the public interest. on 

As regards the requirements for new chartered banks, the report. 
with two points. First, there is the amount of capital required: The repor 
proves the present provisions in the Bank Act, a says at page 385: 


ISTICUTTON Sy esl eiouid cat a relatively low statutory minimum 
starting up a banking institution so as not to discourage the entry 
smaller specialized companies, but at the same time it should give 

Inspector General (of Banks) power—subject to appeal to the Trae 
Board—to set such higher requirements as may be necessary to ens r 
the soundness of enterprises with more ambitious plans, and in p 
ticular to absorb the likely expenses of establishment and early ope 
tions. This, we understood is the actual position under the Bank A 
the moment. 


The report then specifically approves the present requirement . 
Bank Act, in these words, taken from page 385: 


over 25 times as much as the required sum stipulated in the Bank Act | 
approved by the Royal Commission. | 
As to the other conditions on incorporation, the report says at page : 
Other qualifications for a charter...should be kept to a min 
although we feel the Act should require that applicants be of sO 
reputation and proven business experience. 


Honourable senators will recall the Government policy on this me 
was expressed by the Minister of Finance in the House of Commons 
February 28 last when he said, as reported in unrevised Hansard at page 

I have indicated publicly that the government is not opposed to f 
competition in the banking field providing that any new bank is 
quately financed and is supported by financially responsible people 


We trust that anyone who reads over the list of 100 applicants for 
charter of the Bank of Western Canada and of the important financial instit 
tions and private investors who are backing this project with their inves tak 
funds, will be reassured that the applicants are of sound reputation a 
proven business experience and that this bank is adequately finance 
is supported by financially responsible people. 

The Minister of Finance added one more proviso, namely, “that provision 
be made for retaining control in Canada.” . 

The Royal Commission expresses the opinion at page 374: . 

We think a high degree of Canadian ownership of financial institu | 
is in itself healthy and desirable, and that the balance of advanta 
is against foreign control of Canadian banks. 4 


The report does not suggest that non-residents of Canada be ee: 
prevented from owning stock in Canadian banks, but recommends at 
374-5, that a non-resident bank should not be able to own stock in a Ca , 
bank without specific application to and approval by the Treasury Boa rg 
Ottawa. alla 
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_ Section 5 of Bill S-6 which is before you makes special provision to 
S i ite non-residents cannot obtain more than 10 per cent of the stock 
the Bank. These provisions can be replaced by whatever general provisions 
lament chooses to enact at the time of the revision of the Bank Act, or 


tna 


n continue to operate, if Parliament so decides. ; 
_ Other provisions of the Royal Commission’s report deal with how charter 
iks, other banking institutions and non-banking financial institutions, should 
erate, what changes should be made in their powers, and how they should 
regulated by public authorities. 

_ We consider that none of these recommendations poses any serious problem 
‘ the Bank of Western Canada and certainly not to any greater degree 
t for other chartered banks. Some of the proposals are regarded as favour- 
able to the banks and this will apply in the case of new banks and old banks 
ike, such as the recommendation that the chartered banks should be allowed 
enter into the field of conventional mortgage loans and should be free of any 
ling on interest rates except on personal loans up to $5,000. 

On the other hand there are some proposals also at page 375 to encourage 
re competition in the banking field by giving full banking powers to those 
st companies, mortgage companies and sales finance companies which take 
rt term deposits. 

Such proposals, if adopted, will not create any more competition for a 
7 bank than for the existing banks, and the supporters of the Bank of 
stern Canada are quite prepared to meet that competition if necessary. 

_ The proposals that agreements among banks on interest rates, service 
harges and so on should be prohibited unless approved by the Minister of 
ance, are dealt with at page 370 of the report and that the special exchange 
rges on out of town cheques be prohibited, dealt with at page 394, would 
work to the disadvantage of a new bank. 

The same is true of proposals made by the Royal Commission to meet the 
Lr ent, given at page 366:— 


_ If the present banks were in fact to increase significantly their share 
of financial business by expansion or by acquisition of existing companies, 
the financial system might become unduly concentrated and less com- 
petitive... 


+, 
in} 
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e report of the commission comes to the conclusion at page 371 that there 
‘need to ensure that competition is not reduced by existing institutions 
uiring control over their competitors and reducing unnecessarily the number 
independent companies serving the public.” For this purpose, the report 
ommends, at page 371 that both chartered banks, and those savings banks, 
wr st companies and other institutions which are given full banking powers 
ur er the commission’s proposals, should not be allowed to hold stock in each 
er without Treasury Board approval. 
The Bank of Western Canada will have much less difficulty than other 
mks in adjusting to this recommendation of the Royal Commission if it is 
lemented. 
The Bank of Western Canada itself will not own stock in other institutions 
en it is incorporated, and its own stockholders will include at most two 
st Companies or other institutions of the kind in question, holding less 
15 per cent of its stock. 
Moreover, the commission recommends certain exemptions, especially 
smaller institutions where the combined assets of those concerned do not 
<ceed “say $10 million or such higher figure as may be appropriate’. That 
mendation is given at page 371. The commission suggests also that 
isury Board approval might be almost automatically forthcoming” in some 


3 es of “the participation of banking institutions in new joint ventures with 
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other businesses or with other members of the financial community... provided 
that the institution concerned has less than a controlling interest.” = 

The exact circumstances in which the Treasury Board might give its 
approval to some degree of stock ownership by, say, trust companies, in a 
bank are not spelled out in the report. Today all banks number trust companies 
among their shareholders and probably all trust companies have bank shares 
among their investments. " a 

At any rate, whether the recommendations of the Royal Commission are | 
implemented in their entirety, or in part, or not at all, the Bank of Western 
Canada can without difficulty abide by the provisions of the Bank Act as 
they may be from time to time. -. 

Quite apart from the report of the Royal Commission, whatever changes, 
great or small, are made in the Bank Act in the 1965 revision or at any other 
time, the supporters of the Bank of Western Canada are confident of their 
ability to comply with the regulations and adjust their methods at least as_ 
readily as the other banks, and probably, because of smaller size, newness, and 
greater flexibility, to deal a good deal more readily. Thank you. a 

Mr. Totmie: Mr. Chairman, might I ask Mr. Stevens to continue with 
the evidence he was giving at the last meeting. I have some copies of hi F 
statement, if you wish to distribute them. 4 

Senator CRERAR: Are we proceeding to consider this application irrespective 
of the recommendations of the report of the commission? = 

The CHAIRMAN: Earlier this morning, at the request of counsel for this 
proposed new bank, we agreed to hear further presentations by them, enlarging | 
on their previous statements which they read at our last meeting, and deal-— 
ing in the main with consideration of points in the report of the Royal Com-_ 
mission on Banking and Finance. What we decided to do was that when these 
statements were complete the witnesses would be subject to any examination - 
the senators wished to make. What course of action we take after that is r 
matter for the committee to determine; but I would say we would have to sit 
down and resolve where are we going then. ps 

Senator CRERAR: What I want to suggest is this, Mr. Chairman. Pers} 
sonally, I am in favour of this application; I am in favour of granting the 
application now, considering it, and on its merits letting the legislation go 
through. The suggestion has been made that all these applications for bank 
charters should await a revision of the Bank Act, which now will not take pla ce 
until 1965. If we are not to put the cart before the horse, I think the co 1 


+ 
. 


The CHAIRMAN: Sentor, I think right at the moment you are getting 
the cart ahead of the horse, because these witnesses have not given their 
presentation yet. me. 

Senator Crerar: No, I am not putting the cart before the horse, with 
due respect to you, Mr. Chairman, and I have a great deal of respect for you. 
I think the other matter is important. If the decision of the committee is nae 
no charters will be reported in this committee until after a revision of the 
Bank Act, then this is simply an exercise in futility. If, on the other hand, we are” 
going to consider these applications on their merits now and proceed with 
the legislation, irrespective of the revision of the Bank Act, then that is 
another matter. I ‘am in favour of going ahead, but I do not want to spend 
two or three hours here listening to arguments from Mr. Coyne and these 
other gentlemen that this charter should be granted, and then find at the 
end we shall reach a decision that we will not consider any applications until 
after the revision of the Bank Act. 
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ag ‘Senator CRERAR: I know, Mr. Chairman; but I submit to you, with all def- 
rence, is that not a point we should decide first? 

4 The CHAIRMAN: In effect, you are suggesting that this committee dis- 
| "pense with further hearings, dismiss the witnesses, and go into a session to 
% determine what policy is going to follow. Is that your suggestion? 

Senator CRERAR: No. My suggestion is this, that supposing we hear the 
arguments, effective arguments for securing their charter, we should first 
of all go ahead on the assumption that at the end of the hearing we will 
not reach a decision and throw the whole matter aside for another year. 

B: The CHAIRMAN: I do not think that would be the right way of proceed- 
_ing. These witnesses have presented a bill to the Senate. It has got to the stage 

| ae committee, and they are entitled to a hearing, and afterwards it is up to 
us to make a decision. 


Senator CRERAR: There is no question but that they are entitled to be 
a heard; but it is an exercise in futility if we hear them, when we have already 
iq not decided the question of whether or not we grant the application. 


a _ The CHAIRMAN: I don’t know that we have. 


it Senator LEONARD: Perhaps Senator Crerar might feel that he was better 
) able to consider the larger question that he raises as and when we have had 
| the evidence and we have heard some of the debate among the senators, and 
| _ then proceed. 


ae Senator CRERAR: I repeat that we are putting the cart before the horse. 
_ There is no sense spending hours hearing the applications and taking up the 


he time of these gentlemen if, at the end, we are going to reach a decision that we 
will not grant these charters. 


Senator Lronarp: I hope not. 


r eee Tee 
r 


Sinclair M. McKight Stevens: Mr. Chairman and honourable senators, I wish 
i to thank you again for giving Mr. Coyne and myself this opportunity to re- 
appear before you, so that we may endeavour to answer any questions that 
may be put to us with respect to our application for an Act of Parliament to 
' incorporate the Bank of Western Canada. 
ti As we indicated in our earlier appearance before you, our position is clear. 
_ The incorporation and organization of banks is dealt with in section 8 to 18 
r inclusive of the Bank Act. In applying for an act to incorporate our proposed 
bank, we have followed the procedure laid down in the act, and to the best 
of our knowledge there is no requirement which should have been met at this 
_ date which has not been met. In fact, the minimum amount of capital set out 
in the Bank Act which should be subscribed upon incorporation is $1 million, 
upon which $500,000 has been paid. In our case, almost $13 million has been 
_ Taised and is now held in trust, to be used in subscribing for capital stock in 
_ the proposed bank should a charter be granted. 
In this connection we have been asked as to why we have raised such 
! funds in trust, and it may be helpful if I clarify our thinking. First, at the 
san time of the Mercantile Bank of Canada incorporation hearing before this com- 
_ mittee, one point that disturbed presidents of existing Canadian chartered 
| banks who appeared before this committee, was the feeling that the proposed 
capital of the Mercantile Bank of Canada, some $1,500,000 was inadequate. For 
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the Globe and Mail of February 5, 1953 as saying: 


sss). | ...1t would disturb the Canadian banking system if snothene ve: 
come in with the proposition of starting branch banking with $1. milli 
capital. 


I understand he went on to say: 


You could not start a bank in Canada today with ten fee By ni 
dollars capital. 


Again, Mr. H. L. Enman, then President of the Bank of Nova Scotia sta 


It seemed wrong that a charter should be given “under horse and bug 
rules’ so that a bank with a capital of $1 million was allowed to ‘bi 
into a system with resources of $10 billion. 


Mr. Enman also questioned the wisdom of giving a charter to a bank 
capital of which was held in a foreign country, and he was supported in 
view by others appearing before this committee. 

With this background, it was natural for us to feel that we must not 
be willing to indicate our intention to raise substantial capital for the prop 
bank, but also we should demonstrate that the money was available and 
it could be raised in Canada from Canadians. a 

We were supported in this view by the Honourable Walter L. Gordon 
Minister of Finance, who stated in the House of Commons on February % 
1964, in reply to a question, that the Government was not opposed to furth 
competition in the banking field, providing that any new bank is adequa 
financed and is supported by faecciane responsible people, and that provi 
is made for retaining control in Canada. 

In that connection, I understand Mr. Gordon reiterated that statem 
recently in a speech in Vancouver. 

There is precedent for the raising of funds on a trusteed basis prior to 
incorporation of an institution such as a bank. In Ontario, it has become | 
tomary to raise funds prior to the incorporation of loan or trust empanies un 
the provisions of The Loan and Trust Corporations Act (Ontario). It is unc 
stood that those administering loan and trust corporations in the province 
Ontario are unwilling to incorporate a new loan or trust company until fun 
have been raised, deposited with a trustee and the names of the proposed she 


holders revealed. - } 


Before such funds are raised, pre-incorporation offering circulars are fi ed 
under The Securities Act (Ontario) and it is generally felt that offic 
administering that act have indicated an unwillingness to accept a pre-incorp 
tion offering circular if the certificates to be issued thereunder are ni 
transferable. They contend that a non-transferable certificate would result in 
individuals being locked-in to a trusteed arrangement for an indetermin te 
time while the charter application is pending. ay 

In the past five years several loan and trust companies have been in- 
corporated where pre-incorporation offerings were made and funds raised to 
held in trust pending the chartering and licensing of the proposed institut 
Such an arrangement existed or is pending, for example, with respect to 
Metropolitan Trust Company, York Trust and Savings Corporation, Dist 
Trust Company, Kent Trust and Savings Corporation, Lincoln Trust and Savi 
Corporation and Hamilton Trust and Savings Corporation. %i 

We proceeded therefore to have funds raised on a trusteed basis, to € 
held pending the granting of a charter for the incorporation of the Ban 
Western Canada. We are pleased to tell you today that there are now so 
6,000 Canadian residents holding trustee subscription certificates having a Tace 
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6,450,000. A schedule is available showing the distribution of these 
ificates as to province and size of holding. 
emen, I have the schedules with me, but I do not know how many 


ha 


ve have. I would like to mention, though, the distribution is broken 


weer rovince of Manitoba ...............0...00--. 2,060 holders 
Meme LOVince of Saskatchewan .............e0e00e: 564 holders 
Province i EASON OG eat y a riacbeas diet wate ya 1,261 holders 
Province of British Columbia ................ 1,981 holders 


Semmes Ov itice Of ONTATION. 2c. 5 ois cance oe vec tis we tiem 233 holders 


That makes a total of 6,099 holders of these certificates. The distribution 
as to size of holding is heavily of the one to 100 share size. Again, as I say, 
these schedules are available if you would like to look at them in more detail. 
‘Senator McCutTcHEon: Mr. Chairman, might I just ask a question at this 
point for clarification? 

‘The CHAIRMAN: Yes. 

; y Senator McCuTcHEON: You refer to certificates having a face value of 
$6,4 50,000. I take it those are certificates concerning which each $15 represents 
potentially one share in that bank? 

Mr. STEVENS: That is correct. 

: Senator McCurcHEon: So it represents some 400,000-odd shares? 

Mr. STEVENS: Yes. 

Senator Brooks: Are these certificates changing hands at the present 


] ir. STEVENS: Yes, they are transferable, and, as I mentioned in the earlier 
ction, the transferability was almost insisted upon by the people administering 
securities Act in Ontario, in that they said they did not want a situation 
Mvolving non-transferability, where people could not get their money out. 
Senator McCUTCHEON: You did not have to go under the Ontario Securities 
ict if this is a western bank and you are looking for western shareholders. 
M r. STEVENS; I am not sure of the legal ramifications of that. 


The Cuarrman: You went under the Ontario Securities Act with 233 
ate ders in Ontario, and all the rest are from the four western provinces. 


Mr. STEVENS: We are getting into a legal question. 


such a question either. 


a r. STEVENS: Thank you. Apparently, the four western provinces wait 
the Ontario Securities Commission clears issues. When they have been 
sd in Ontario they are subsequently cleared through the four western 


The CuarrMaAn: That is the practice if you are going to clear in Ontario, 


Ontario—then you have to make your way with the other commissions. 


Mr. STEVENS: With ourselves being resident in Ontario, and talking to the 
tors, we thought it advisable. 


‘Senator McCutTcHEON: What are these certificates trading at? 
‘Mr. StTEvENS: I think it is in the $16-range. 
_ Senator Bourrarp: Was the offer made all over Canada? 


a4 2 
Mr. Stevens: No, it was cleared in the province of Ontario and the four 
n provinces. . 


‘Senator BOuUFFARD: Why not in Quebec and the Maritimes? 
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‘Senator McCurcuHEon: There is no one better qualified than you to tackle 


f you do not—and you do not have to, because you are not seeking it — 
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Mr. Stevens: Largely because of Senator McCutcheon’s pointe was 
essentially sold in the west because the total number of shareholders is 6 ,099 
and of that number only 233 are not resident in the western provinces. e. 


Senator Mo.tson: Could we have an idea of what the face value of this 
distribution of certificates is? 


The CHAIRMAN: Do you mean, among the provinces? 
Senator MOLson: Yes. 
The CHAIRMAN: Yes. 


Mr. STEVENS: This is shown here in units of $15. The number of units in 
Manitoba would be 158,580. 


The CHAIRMAN: And multiply that by 15 to get dollars? 


Mr. STEVENS: That is correct. In Saskatchewan, 28,050; in Alberta, 74 790; 
in British Columbia, 94,865; and in Ontario, 73,715. 3 

The main holding in Ontario was the Empire Life holding, which I re- 
ferred to at our earlier meeting. The Empire Life group has taken a block of 
stock, and that is the main holding that is shown as coming out of Ontario. — 

Another point I would stress in connection with the subscription certifi- 
cates is that in the event a charter is not granted, the funds, together with 
such interest as is available less the cost of distribution, will be returned to 
the subscribers without any qualification. The prospectus that has been filed 
makes this very clear in several places. The trustee is the Canada Permanent 
Trust, who are acting mainly through their Winnipeg office in handling this. 

If I may proceed, then: It is interesting to note that should our bank be 
incorporated and these 6,000 holders become shareholders in the Bank of 
Western Canada, we will be able to commence business with more shareholders 
than either of the Banque: Canadienne Nationale or the Provincial Bank of 
Canada have now, and almost 50 per cent of the shareholders in the Bank 
of Nova Scotia. 

In addition, and as outlined to you in our previous statement, The Welling- 
ton Financial Corporation, Limited sold trustee subscription certificates for an 
aggregate amount of $3,750,000. These certificates are held by over eh 
holders. 

Partly in answer to your question, Mr. Senator, these holders are resides 
in every province of Canada, from Newfoundland through to British Columbia. 

Canadian Finance and Investments Ltd., a Winnipeg investment company 
having over 2,600 shoreholders, has reserved $2,250,000 of its capital funds 
for investment in the proposed bank. York Trust and Savings Corporation has 
indicated its intention to subscribe for $495,000-worth of bank stock, and this 
will result in York Trust’s some one thousand shareholders having an indirect 
interest in the bank. 

In total, should the bank be incorporated, over 10,000 Canadians will hold 
directly or indirectly, shares in the proposed bank. We feel this is a dramatic 
example of Canadians being willing to invest in Canadian institutions if given 
such an opportunity and negates trite comments that Canadians are unwilling 
to invest at home or in new ventures. 

As Mr. Coyne has mentioned in his remarks, the report of the Royal Com- 
mission on Banking and Finance favours a more open and competitive banking 
system and nowhere gives any indication that further banks should not be 
chartered under the existing provisions of the Bank Act. Indeed, they have 
made many references to possible undue concentration in the banking and 
financial system and have made recommendations as to how this undue con- 
centration may be prevented. In making such recommendations, however, they 
are careful to point out that smaller concerns should be an exception in ae) 
legislation or ruling designed to disassociate banking concerns. tA 
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ile some of the companies in our group are finance companies or at 
ave the word “finance” in their names, it is important to note that 
e of the present companies in our group which will invest directly or 
ectly in the proposed bank, with the exception of York Trust and Savings 
rporation, would be considered banking institutions as that term is defined 
chapter 19 of the report. As pointed out above, York Trust will have a 
all interest in the bank, and if any general legislation or ruling should 
passed which would require the divesting of York Trust’s interest in 
the proposed bank, we, of course, would readily so divest York Trust’s interest 
r any other interest which one or more of our companies may hold which 
vas felt to be in contravention of such future legislation or rulings. 
¥ Our one hundred petitioners are anxious to proceed with the proposed 
ncorporation. We feel we have met any statutory requirements to date, and 
he report of the Royal Commission on Banking and Finance indicates no 
bjection to our application being proceeded with, and in fact, time and time 
gain, indicates the desirability of having more competition in the Canadian 
anking field. We therefore sincerely hope that you will decide favourably 
vith respect to our application. 

_ Gentlemen, I should like to let you know that Mr. Leslie Bodie of Edmon- 
on, who is one of the provisional directors, is with us today and while I don’t 
1ink he intends to make any statement I just wish to inform you that he is 
Be, 

_ Senator McLean: Mr. Chairman— 

_ The CHaIRMAN: Just a moment, senator, please. Gentlemen, we have 
cached the stage where the committee is free to proceed with its examination 
[ these witnesses. Senator McLean, you were first. 

_ Senator McLean: I would like to ask the witness whether this proposed 


ank starts out with any reserves besides capital stock. 


4 


_ Mr. STEVENS: The par value for the stock is $10 per share. We propose 
that they should be sold on a $15 basis and the extra $5 would go into reserve. 
_ Senator McLean: I notice there was a Western Bank of Canada before 
which was taken over by the Merchants Bank, which in turn was apparently 
aKen over by another stronger bank. I suppose you have no knowldege of 
ly losses in these transactions. I think in fact the Merchants Bank was 
ken over by the Standard Bank of Canada and that in turn was taken over by 
e Canadian Bank of Commerce. 

4 Mr. Stevens: I am sorry, Mr. Senator, while I have read the general 
Story of banking, I don’t know about that specific situation. 

_ Senator McLean: I know of a case which has come before us before where 
ne question of names was involved. When a bank takes over another bank 
t does not generally acquire the name of that bank. That was the case of 


t bank in New Brunswick. They didn’t take over the Bank of New Brunswick, 
t was the New Brunswick Bank. 


my The CHAIRMAN: Senator McLean, I don’t really think there is any question 


out that. I do not understand that, if this bill is otherwise acceptable, there 
any contest about the name. 


_ Senator McLean: Past history shows that banks taking over weaker 
mks are opposed to any other bank taking over the name. I don’t think, 
r example, you could start a Bank of Hochelaga today. 

The CuHairMAN: That is something we shall have to consider when consid- 


& the bill section by section. We have not had any objections to the name 
with us. 
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ee McCutTcHEON: Mr. ee Bete first eae your ‘suppl 
statement, you referred to the “companies in our group”. What: i 
companies that are going to be shareholders in the bank? 
Mr. Stevens: The companies in our group—there are three, The 
lington Financial Corporation, Limited, Canadian Finance & Trivestinen am 
and York Trust and Savings Corporation which I have referred . to in tl 
statement here. . 
Senator McCutTcHEon: Is there anything said there that only the | 
Trust and Savings Corporation would be considered a banking institution 
defined in the Porter Commission Report? Is there anything in the charters 
the other two to prevent their becoming banking institutions if they che 
to? Are they in a position to take banking deposits if they choose to? 
Mr. STEVENS: I cannot answer you directly with regard to Can. us 
Finance & Investments Ltd. With respect to The Wellington Financial Corporé 
tion, Limited they would be in a position to take short term deposits if th 
wished. I think I can say generally that any institution in Canada with som 
possible exceptions can take short term deposits. There is no restriction on 
it, including an industrial company. \ ay 
Senator McCutTcHeon: You might find a situation arising where | 
three companies in your group all became banking institutions within 
meaning of that term as defined in the Porter Report. 


Mr. STEVEN: It could pepe yes. 


of the hroposed bank all the York Trust company hold? 
Mr. STEVENS: York will be subscribing for $495,000 worth, and 
divided by 15 would give the number of shares. 
Senator McCutTcHEON: My division makes it 33,000. 
Mr. STEVENS: Yes. 
Senator McCUTCHEON: ne Canadian Finance? 


Mr. Specie: I think ‘that would be $3, 750, 000. 
Senator McCutTcHEON: I make that 250,000, and that adds up to ae 
of 433,000 shares, or 43 per cent of the capital of the new bank held by 
three companies. : 
Senator BEAUBIEN (Bedford): Would those three companies have \ 
rights? ai 
Mr. STEVENS: Yes. 
Senator McCuTCHEON: Would that be right? 
Mr. STEVENS: Yes. Pes ii! 
Senator McCuTcHEON: I would like to turn to those companies f r 
moment. You told us when you were here some weeks ago somethi 


you said at page 37 of the so that British intorneesnal Finance (Ca ad 
Limited held approximately 60 per cent of the equity of Wellington. As" 
correct? Is Wellington a subsidiary of British International Finance? 
Mr. STEVENS: Correct. 
Senator McCuTcHEON: It is a subsidiary? 
Mr. STEVENS: Yes. 
; Senator McCuTcHEON: There is a prospectus here which woul 
that it has to be a subsidiary. = 
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‘Mr. STEVENS: No, I think the eventual holding that British International 
ce will have immediately after the incorporation and capitalization 
of the Bank of Western Canada will be 36.6 per cent of Wellington. 

Senator McCutcHEon: 36.6 per cent of Wellington? 

Mr. STEVENS: Yes. 

‘Senator McCutcHEon: I may have to come back to that, because I think 


t was stated in one of these that it was 43 per cent, but at least it won’t be 


_Mr. STEvENS: That’s right. 
- Senator McCuTcHEon: And you said 40 per cent of York Trust—now in 
he prospectus it says 45 per cent, which is correct—British International is 
ee as 40 per cent. 
_ Mr. STEVENS: Yes. 
; Senator McCurTcHEOoN: You said approximately. 
‘Mr. STEVENS: Yes, I think the exact figure is 43.4 per cent. 
_ Senator McCutcHeon: And Canadian Finance? 


‘Mr. STEVENS: Yes. 

Senator McCurTcHEON: What interest does British International have in that? 

ny r. STEVENS: Again, immediately following the capitalization of the pro- 

Osed bank British International would have 21.2 per cent of the equity of that 
company. i 
Senator McCutTcHEon: 21.2 per cent? “ 


Mr. Stevens: There are two classes of voting stock. There is one class that 
as 20 votes per share, and the other has one vote per share, As a result of 
h International’s higher preponderance of common over class A shares 
e voting power is 28.9 per cent, and it is 21.2 per cent of the actual equity. 


senator McCuTcHEon: I have before me a prospectus of Canadian Finance 
and Investments Ltd. which was issued this year. I do not think there is 
ictually a date on it. Paragraph 29 of the statutory information reads: 


_ There are no persons who; by reason of any agreement in writing, are 4 
ina position to or are entitled to elect or cause to be elected a majority i 


_ of the directors of the Company. British International Finance (Canada) } 1] 
_ Limited, Stevens Securities Limited and James E. Coyne, by reason of 
_ beneficial ownership of securities of the Company, could, if voting 


BS 


_ together, elect or cause to be elected a majority of the directors of the F 


Company. ; : 

i hat, I take it, is a correct statement. us 
‘Mr. STEVENS: Yes. ty Me 
tator McCuTcHEoN: Could British International Finance (Canada) and ve 

; Securities Limited voting together elect a majority of the directors? z my 


. STEVENS: Again, in fairness to your question, the time that British eo. 
rnational and Stevens Securities could do that, if they could do it at all, 
d be immediately following the complete capitalization of C.F.I. as con-_ 
ed in the prospectus, because that is when British International takes 
urther shares. CS oi ek 
= ator McCurcueon: That is right, but at that time British International Oe 
s could elect a majority, and you would not need Mr. Coyne’s help? 


cel 


; 
i 
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Mr. Stevens: I know it is very close, but whether it is actually over 51. 
per cent or not I do not know. I think it is in the high forties. Sg 
Senator McCUTCHEON: Let us say it is a high 40 per cent. Stevens Securities 
Limited is a holding company controlled by you? Moe. 
Mr. STEVENS: It is a family holding company. 
Senator McCutTcHEON: Controlled by you? ie 

Mr. STEVENS: No, it would be controlled by my family. 

Senator McCuTcHEON: But you would have some influence, I take it? 

Mr. STEVENS: I hope so. = 

Senator McCuTcHEon: All right. We have a picture of where British Ing 
ternational Finance (Canada) Limited stands with respect to these companies, 
I want you to come to British International Finance (Canada) Limited. I am 
looking at the pro-forma balance sheet, and the actual consolidated balance 
sheet as at March 31, 1963. There is no difference in the shareholdings as be- 
tween those two dates. It shows that there are 268,013 Class A shares issued | 
and 64,236 common shares, the value attributed to the common shares being 
$194, 564. What is the difference between those two classes of shares? 

Mr. STEVENS: Solely voting, and the Class A are participating. They wee 
an initial 20 cents per share dividend, and then when the common get an 
equal dividend they are equally participating. I say “solely voting” in the 
sense that the common have ten votes per share and the Class A one vote per 
share. 

Senator McCutTcHEoN: So the company is controlled by the holders of 
64,236 common shares? 

Mr. STEVENS: That is right. 

Senator BEAUBIEN (Bedford): Who owns those? bc 

Mr. STEVENS: Those shares, directly or indirectly—I mean by that not in 
my own personal name, but indirectly they are controlled by me, and certainly 
myself and one or two other directors of British International would have the 
bulk of them. ag 

Senator McCutTcHeon: Is it not a fact that directly or indirectly through 
your family holding company or otherwise you and Mr. W. E. N. Bell control 
British International Finance (Canada) Limited? ee 

Mr. Stevens: I would say that that is true. I would like to emphasize 
the indirect nature of that, though. For example, I would have a 49 per cent 
interest in one company in which there would be, say, three other shareholders. 

I do not think in fairness I can say I control that company, but on the other 
hand if you group that company with the other companies your statement 
would be right. ; 

Senator McCuTcHEON: Forty-nine per cent is usually regarded as working 
control unless another person holds 51 per cent. I have had quite a bit of 
experience in this type of business. 

Senator BEAUBIEN (Bedford): How many shares do you hold of the 64,000- 
odd in British International Finance? Rs. 

Mr. STEVENS: I would say it is in the high 20,000 to 30,000 range. I would 
say 28,000 to 30,000. 

Senator McCutcHEon: I just want to ask you one further question. You and 
Mr. Bell, and, let us say, this mythical third person you mentioned, might be 
interested— a ii) 

Mr. TotmMiIE: Why mythical? , 2 

Senator McCurcueon: He has not named him. If you want to raise the 
point I will say Mr. Stevens told me in my office that he and Mr. Bell contro! 


on 
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company, and no other person was named. I will withdraw the word 


lical’’. 

ir. STEVENS: To save any misunderstanding there—I am trying to be 
co ect in my statement—I will say that the next largest holder would be 
William J. Mollard. He appears in the prospectus. I am trying to be correct 
as o whether myself plus Bell plus Mollard control—those three certainly 
control. 

- Senator McCurtcneon: Then I think the answer to my question follows 
Roth that, that you and Mr. Mollard and Mr. Bell are in a position to sell the 
control of British International Finance (Canada) Limited to any person you 
choose. 

_ Mr. STEVENS: Yes. 

_ Senator McCurTcHEon: Your answer is “yes”? 

_ Mr. STEVENS: Yes. 

P Senator McCuTcHEon: In selling that control you would thereby transfer 


effective control of Wellington, effective control of York, and possibly effective 
control of C.F.I. 


; .” Mr. STEVENS: I think if you use the word “effective” it is generally true, yes. 


_ Senator McCurcHeon: And in doing that you would dispose of the effec- 
tive control of 433,000 shares of the new bank? 


i ‘Mr. STEVENS: Yes, if you follow your line of reasoning. 


q Senator McCutcHeon: Yes, we are following it 
Yes or No. 


_ Mr. STEVENS: Yes. 


Senator McCutTcHEON: Would you consider that 43.3 per cent of the 


res of a bank held by one group would constitute effective control of 
ie bank? 


Mr. STEVENS: Yes. 
__ Senator McCurtcHreon: So that despite the provisions in your charter 


, and the answer is 


at prohibit foreign holdings you could convey effective control of the new 
ank to any foreign group you wanted to very readily? 
Mr. STEVENS: Except that we will not, and we will give any agreement 
assurance to that effect that is required. Any company holdings that we 
ve set up have been deliberately set up by us to be able to show that there 
$s control in firm hands. We will give any assurance that is required that 
at control will not go out of the country. 
- Senator McCuTcHEON: I suggest that you could only give that assurance 
regard to yourself, and that having sold, as some people do sell, this 
drance cannot pass on down the line. 


Senator LEONARD: It could be put in the statute, if necessary. If there is 
question then put it in the statute. 


Senator McCuTcHEON: What would be put in the statute? 


Senator LEONARD: Carry your line of Ownership right on down through 
0 make sure the same provisions that are in the bill would apply to these 
oldings. 

_ Senator BEAUBIEN (Bedford): You cannot put in the statute a stop on 
e selling of shares of British International Investments. 

Senator LEonarp: You could provide effectively that the control shall not 
‘ly or indirectly go outside of Canada, if that is what is worrying you. 
enator BEAUBIEN (Bedford): It would not be the shares of the bank 


would be going out. It would be the shares of British International 
ce that would be going out. 


Pe err RY 
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man. 


If the bank charter was granted and Wellington subscribed for the share 


effective control of the pane 
The CHAIRMAN: Have you finished, jae es McCutcheon? 


of yourself and Mr. Bell and Mr. Mollard? 
Mr. STEVENS: That is correct. 
Senator McCurcHeon: I have nothing further at the moment, Mr. Chair- 


The CHAIRMAN: Are there any further questions? 
Senator BourFarD: Mr. Stevens, even if there is a provision in the 
to stop the selling of that stock to anybody you wish, is it not true t 
effective control will be in the hands of companies which are either inter- 
national finance companies or— it 
Senator McCutcHEon: I think Mr. Stevens has said “Yes” to that, Senator. 


Mr. STEVENS: May I clarify it? I hope I have made the point clear that 
the distinction or the definition that I am referring to in the report of the 
Royal Commission is simply that they arbitrarily suggest that banking and 
finance be defined in accordance with the liabilities of a company, and if 
a company determines to go into short term money obligations they sa 
arbitrarily that we must consider it a banking institution. I say with resp 
to that line of thinking that likewise arbitrarily you could say about 
companies, because there are no restrictions with respect to going into ; 
term money obligations, certainly so far as Wellington is concerned, that v 
might be considered a banking institution in that we, corporate wise, ¢ il 
issue short term obligations but so could any other corporation. It i ve 
hypothetical. At present we have no short term obligations and we are 
a banking institution as that is defined in the Royal Commission Report 


Senator BOUFFARD: You would be so considered? 


Mr. StEvENS: In the same sense that virtually any company in exis’ 
in Canada could be considered as a bank institution. 


Senator THORVALDSON: On page 5 of this statement, Mr. Stevens says 
the Wellington Financial Corporation Limited sold trustee subscription ¢c 
icates for an aggregate amount of $3,750,000. Does that mean that the Wel 
ton Financial Corporation is not a beneficial owner or an owner? P 


Mr. STEVENS: At the present time technically they are not the owner. 
funds are in trust and if a charter is granted, Wellington in effect subsc 
for stock in the bank and then, as they have got the stock, those fund 
moved from the trustee to Wellington; but it is a condition of the trust arra 
ment that the funds will not be given to Wellington, nor shares issue 
Wellington, until Wellington can show that it has 250,000 shares in the b 
The CHAIRMAN: There is a question arising out of that, and I should 
to interject it. I understand that the offering was made of trustee subscri 
certificates by Wellington and there were certain provisions that if the 
charter was not granted the money would be returned, under certain condit 


Mr. Stevens said, and the shares were given to Wellington, do I also 
stand that it was printed in the prospectus that they would Bent the 0 gu 
shares of Wellington and not bank shares? a 
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VENS: That is correct. | 
tor THORVALDSON: There is a statement here following that, that these 
tes are held by over 2,000 holders. What is meant by that? 

Mr. STEVENS: In other words, just as the bank trustee certificates have 
sn distributed to some 6,000 people, there are 2,000 people who hold the 
ington trustee certificates and they in turn will become shareholders of 
ellington if the bank charter goes through. 


_ Senator McCurTcHEon: Wellington has an issue of notes. They are all se- 
cured by approved collateral, not less than 120 per cent... 

I take it that these bank shares will certainly be subject to the floating 
charge and might be subject to the specific charge, if you chose to use that 
last collateral. 

- Mr. STEVENS: No, the trust deed has been amended and they may not be 
used—or at least there is no provision for them being used as a specific charge. 
I e floating charge, if the shares become an asset of Wellington, would be 
we vered by the floating charge you are referring to; but the trust indenture does 
not prohibit the shares to be pledged. 

_ Senator McCurcHeEon: It does not prohibit? 

_ Mr. STEVENS: It does not allow, 

_ Senator McCutTcHEon: They are specifically exempted from this specific 
sha ‘ge? 

Mr. STEVENS: It is the reverse. There is no provision to allow them to be 
pledged. In other words, the pledgeable securities do not include stocks such 
s bank stocks. 

Senator THORVALDSON: You say here that Canadian Finance and Invest- 
nents Limited, a Winnipeg investment company having over 2,600 sharehold- 
rs, has reserved. Would you give roughly the geographical distribution of 
hose 2,600 shareholders? Are they Manitoba people, western Canadian or 
vhere are those shareholders? Where do they reside mainly? 


_ Mr. Stevens: The transfer agent of that company was unable, because of 
ime, to give the actual distribution. I do have the shareholders list with me, 
vhich I will be pleased to show you. My rough guess would be that 80 per 
tent or 90 per cent are in the four western provinces. It is virtually an all- 
Wes ern Canadian finance institution. I can show you the list, but that is the 
feneral distribution. 

Senator THORVALDSON: 'I just wanted that general indication. 


2 Senator McCutTcHEon: A great deal has been made of the fact that this is 

a bank of western Canada for the benefit of the people of western Canada, so 

that people residing in western Canada can become shareholders. We have 

established that effective control is in the hands of yourself, Mr. Bell and Mr. 
lard. You and Mr. Bell and Mr. Mollard all live in Toronto? 

Mr. STEVENS: Yes. 


= 


_ Senator McCutcHEon: You are just masquerading as westerners? 

| Mr. STEVENS: I do not think that is fair, Mr. Senator. I do not think that 
lave ever pretended that we were westerners and certainly would have no 
n to do so. As I mentioned in an earlier statement, the west seemed to be 


ton onto. 


Senator Brooks: It has been suggested—I do not know whether by the 
oters of this bank or not—that they are going to fill a certain vacancy in 


y logical place to start a bank, as opposed to starting on Bay Street mS "4 


eeds for banking in this country that other banks are not now supplying. he 


Ps 
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Mr. STEVENS: I think the quickest answer and certainly the easiest answer 
to give you is the Royal Commission report. They dealt beautifully with this 
question and I think very ably pointed out time and time again that there 
should be, and they hoped that there will be, much more competition, to use | 
their phrase “in the Canadian banking scene”. They spent two and a half years a 
studying the question and I think their final recommendations and conclusions — 
on the Canadian banking scene speak far more loudly than any feeling I might 
have. 2 
Senator BRooKs: What need do they suggest in their report? I must say) 
I have not read it. t 
Mr. STEVENS: Their feeling is not so much on the question of need as them 
fact that there is no reason not to open up and have a more free flowing bank- 
ing system in Canada. Again, I say, to use their words “a more competitive 4 
system”’’. | 
The CHAIRMAN: Wasn’t that why they suggested that finance companical 
and trust companies taking deposits should be put on the same level as banks, — 
so that competition for deposits might be more competitive? BY 
Mr. Stevens: At least two paragraphs refer to the incorporation of new 
banks or alternatively, as the chairman has said, the possibility of licensing | A 


- yi 


institutions which they define as banking institutions. . ct 
Senator BURCHILL: I understood Mr. Stevens to say that these three loan 
companies in Toronto—York, Wellington, and Canadian Finance—under the | 
recommendations of the Royal Commission, if adopted, might become banks. | 
Is that correct? 
Senator McCutTcHEON: Banking institutions. =, 
Senator BuRCHILL: As I understand the recommendation, if an institution — 
accepts a cash deposit, it must make application to become a bank. Is that right? a 
Mr. STEVENS: That is right. 4 
Senator BuRCHILL: Then these institutions you speak of, will they accept | 
deposits? o 
Mr. STEVEN: No. I am pleased you asked this, because I would lke to 3 
clarify this point. My original statement was that the only institution in our ‘ 
group which does accept deposits and takes short term liabilities, in the sense x 
referred to in the Royal Commission report, and which would require us i 3 F 
register or licence as a bank institution, is the York Trust and Savings Corpora- 
tion. Other institutions do not meet that definition under the Porter Report, 
and there would be no need to register as a bank institution. 
In answer to Senator McCutcheon, I said theoretically that virtually an 
company can take a short term obligation and if they did so and wish to carry r. 
on in that business, and if the Porter Report were implemented, it would ie 
mean they would have to register as a banking institution. es 
Senator BURCHILL: In the case of York Trust, it would have to mae 
decision. | 
Mr. STEVENS: Or become licensed as a banking institution, that is right. | 
Senator BourFrarD: What about the other institutions that are carryin ng 
on as banks? 
Mr. Coyne: That is on the question of the Porter Commission, which I was 
dealing with a few minutes ago, senator, and perhaps I should deal with that 
now. The Porter Commission report says that those institutions which in fact 
carry on like banks should come under the Bank Act; but there are thousands - 
of corporations throughout Canada which theoretically have the power to té 
deposits. There are thousands of shareholders in corporations, owning shares 1 in 
the Royal Bank, and the Bank of Nova Scotia, and so on, which could theore ti- 
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and in accordance with the very hypothetical speculative suggestions men- 
by Senator McCutcheon, become deposit-taking institutions, but they 
ally have no intention whatever of going into the short term deposit 
ess. There is certainly no intention whatsoever on the part of Canadian 
ance and Investments Company in Winnipeg, nor as far as I know, of the 
llington Corporation in Toronto, to go into the short term deposit business. 


The CHAIRMAN: You must realize, Mr. Coyne, that we cannot discuss this 
as a matter of intention. We accept it as a fact that you are making an 
application here to make money, or you would not be here. When we are asked 
to grant a charter, there are certain factual situations we must deal with, and 
we cannot accept as fact intentions which may only be speculative. 
_ Mr. Coyne: Of course, the Inspector General of banks retains control over 
this. The Porter Commission report suggests that he in fact should have 
power to inquire into any stock holdings in any of the chartered banks, and 
all past mergers, indeed, in the public interest. For my part, I would not have 
any fear that in the case of the Bank of Western Canada there would be any 
| greater danger to the public interest than with other banks as they exist today, 
in fact. 
Senator McCurcueon: I was merely trying to get facts, not an argu- 
ment. 
_ Senator THorRVALDSON: Three names have been mentioned frequently this 
“morning, but the name of Mr. Mollard has come up frequently. Who is he, 
where does he live, and what is his background? 


‘Mr. STEveNns: Mr. William J. Mollard is one of the 11 directors of British 


rae, 


nternational Finance (Canada) Limited; he lives in Toronto, is the son of 
ay liam A. Mollard, an architect in Toronto, and is engaged in the construction 
business as a builder of industrial buildings. 
_ There is another point I would like to mention in connection with the 
point raised by Senator McCutcheon. This is an inter-company question. As I 
ntioned in my statement earlier, if there should ever be any legislation 
uling requiring a divesting in any of our companies, we will divest. For 

ple, if for some reason Wellington Corporation has to sell their pro- 
posec holdings in the bank, we will do so. 

Senator BEauBIEN (Bedford): In view of the fact that the British Inter- 
2 ational Finance Company will have strong voting power, would it be in 
r to ask Mr. Stevens to give us a list of shareholders and a financial 
ement as of April 30, 1964? That company will virtually control the bank, 
§ lar as I can see and, if so, we should have more information on it. 


_ Mr. STEVENS: Is there any significance in the date of April 30? I could give 
you one of March 31, 1964. 


Senator BEAUBIEN (Bedford): That would be satisfactory. 


Mr. STEVENS: I can give you a list of shareholders today, and a statement 
is of March 31, 1964. I can give the list of shareholders both with respect 


Ti tg 


’ Common shares and class “A”. 
Senator McCurcueon: Perhaps it could be incorporated in the record. 


The CHAIRMAN: Yes, as an appendix. The statement you are talking about 
3a financial statement? 
Mr. STEVENS: Yes. 


: ‘he CHAIRMAN: And it would show authorized and issued shares? 
a See appendix “A” to today’s proceedings. 
Senator Bourrarp: For the purpose of clarity, I should like to ask a ques- 


on. This is a western bank. Eventually, it may be that you will want to do 
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business in Quebec and the Maritimes. Why, therefore, have you not 
same offer to Quebec and the Maritimes as you have to Ontario and tt 
It is a Canadian bank, as is any other bank. ee 


Mr. STEVENS: There was no precise reason why it was not offered, 4 
than the fact that we felt it would be beneficial to the future of the bai 
have the bulk of the shareholders in the west, and this has certainly t 
place, either directly or indirectly, in the sense of buying shares of the Gg. i 
so that 60 per cent of the bank is held in the four western provinces. Our rea ASC 
for this is that if the bank proposes to do business initially in those provin 
we find as in York Trust, that having shareholders is beneficial in the gen 
conduct of your operation and likewise having shareholders for the bank whe 
it proposes to do business, will be beneficial in getting under way and | 
business. There was no reason other than that for not offering right acro 
Canada, other than the fact that the demand for the certificates was ab 
much more than we anticipated. I suppose the demand from the west © 
possibly twice what was actually sold. People were cut back who wanted 
buy them, so to spread it across Canada would have made the problem eve 
worse. 


Senator BOUFFARD: Just the same, you wanted to do aS in the \ 
and in Ontario. 


Mr. STEVENS: Well, as I mentioned, there were some technical reas 
that the legal fraternity felt that we Bhould clear in the west, because, SOr 
stock, including my own personally, and stock of petitioners in Onté I 
baud not be sold in Ontario unless there was a clearance there. At le 
the legal fraternity felt it would be unwise to do it without a securities co 
mission clearance. a. 


Senator Brooks: Could it be that you would not consider compet 
necessary in Quebec and the Maritime provinces? 


Mr. STEVENS: ee you are right. 


competition were in the west and Ones 
Senator McCuTcHEON: Could you tell us, Mr. Stevens, what exe 


Mr. Coyne will be holding, and whether it will be full time or part time? 
_ Mr. StTEvENs: First of all, with respect to myself, I would hope to. 
director of the bank. I would not be a whole time official of the bank, althov 
I may hold some office, such as vice-president, or something of that natu 
but I do not intend to be a whole time operating person. It would be our 
intention to hire—and we have received inquiries from many possible | 
ployees—full time bankers to run the bank. i 
Senator McCutTcHEON: What about Mr. Coyne and his position? “f : 
Mr. STEVENS: Perhaps I should ask Mr. Coyne to speak for himself. 

Mr. Coyne: I do not know. Perhaps it would come better from Mr. Stevens. 
The CHAIRMAN: Or the board of directors. my 

Mr. Coyne: Very much so, Mr. Chairman. The board of directors a . the 
people who have to make that decision. 
Senator McCutTcHEoN: I always thought people who hold 43 per cent ol 

the stock generally control the board of directors. ti 
Mr. CoyNE: A number of people suggested to ‘me that they wished n 
become associated with the bank as president, part-time if not full-time. f 
if that was the desire I would do so. I think far too strong a case has 
built up under a large number of “ifs” about this bank being control se 


J j 
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nt by Mr. Stevens. I do not agree it is. I do agree it has been a very 
) ga ng in developing the project of the bank to have a strong financial 
‘tution and capable and reliable people like Mr. Stevens and his associates 
n a lot of money to back the bank. But it is not always true that 
ersor 1 who in one way or another, under certain circumstances can control 
sr cent does in fact control the bank. There is still the other 70 per cent 
heard from. I will have a holding myself, and a great many people, 
_ happy to say, have told me that they will follow such lead as I will 
that connection, and I will be very surprised indeed if any unfriendly 
ties by any means could acquire a sufficient interest in this bank to over- 
the type of management I intend to see established in this bank, or 
xercise control over it. ; 

_ Senator McCurTcHeon: The figures are 43/57 and not 30/70. 


_ Mr. Chairman, I do not want to get into an argument here. I take it from 
Mr. Coyne’s answer that he does not propose to be a full-time officer of the 
ani , though he would be prepared to be an officer of the bank. 

_ Mr. Coyne: Yes. I have said I would give it whatever time it required, 
but not full-time. Of course, in the early stages it would mean a great deal 
of time. 

_ Senator Motson: I would like to ask Mr. Stevens what the shareholders’ 
equity in British International Finance is—the capital surplus, reserves, and 


| . STEVENS: I will see if I have the statement. The March 31, 1964 state- 
n lent I was referring to shows the company having $2,026,000 of capital and 
ained earnings of $106,000. What is not reflected is approximately $1 million 
re of net value in the form of unrealized market appreciation. In other 
s, the net worth of the company is, approximately, something over $3 
allion. 

_ Senator McCurcuron: What is the book value of the controlling shares, 


f the 64,000 shares? 
_ r. STEVENS: $194,564. 
_ The CHarrMAN: We were given that figure $194,564. 

Mr. Stevens: I might mention there, Senator Molson, the combined net 
worth of the British International group, to which I have referred—at the 
esent time is something over $10 million, and our gross assets are about 
9 million. Of course, if the bank goes through, both those figures are in- 
ed by roughly $10 million. 

Senator Mo.son: I am very impressed by your testimony here, and par- 
arly by your frankness. You have approximately half the equity in the 
tish International Finance. 


ng a much larger number of shares. 


sstment, if I may put it that way. I was wondering, does it worry you at 
that this, in effect, carries with it, control of this new bank? 

_ Senator Beausien (Bedford): “Worry” him? 
| Senator Motson: It sounds very much as though an investment of perhaps 
¥0,000 or $50,000 is, in effect, going to give you voting control of 43 per cent, 
hink it is, or of that order. I am just wondering whether that dues not strike 
a rather heavy responsibility, or whether it concerns you at all? 
Stevens: I think what we have tended to do is to concentrate on two 
elements. We are taking one picture at one time and another picture 
er. Certainly, my net holdings are probably ten times the figures you | 


i enator McCutcHron: Half the voting shares. The equity is distributed 


Senator MoLson: Well, that is true. In any case, it is a relatively small — 
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are referring to, because I hold individual holdings in all these oiaen com- 
panies, in addition to the holding Senator McCutcheon has been referring to. 

Senator MoLson: I am worrying about “control”. This is the one t 
really, in the whole presentation that occurred to me, and it seems to me i 
is a very heavy responsibility. a 

Mr. StrevENS: It is a responsibility, and it is one that I do not ee aan 
I could say worries me. I think it is a responsibility we can carry well, ; 
that it will not create any problems. i a 

The CHAIRMAN: It is a fortunate man who can say that in business, Mr. 
Stevens—that there will not be any problems. 

Have you any more questions, Senator Molson? 

Senator MoLson: No. 

The CHAIRMAN: Could I ask you a question, Mr. Stevens? Could you tell 
me how many individual shareholders there would be of this bank, as 
opposed to corporate shareholders? Let us assume the bank’s charter were 
issued today. . 

Mr. StEvENS: There would be 6,000. 

The CHAIRMAN: Six thousand? 

Mr. Stevens: Six thousand individual holders. 

Senator McCutTcHEON: Those are the persons who have subscribed for 
the trustee certificates? 

The CHAIRMAN: No. Let me develop my point. You have told us | that 
Wellington will be subscribing for $3,750,000-worth of stock? m 

Mr. STEVENS: Yes. ‘* 

The CHAIRMAN: That would produce 250,000 shares of the bank? 

Mr. STEVENS: Yes. 

The CHAIRMAN: As I understand it, they will be held by Wellington? 

Mr. STEVENS: Yes. : 

The CHaIRMAN: And the money used to subscribe for them is money 
which has been subscribed by the public in the purchase of trustee subscription 
certificates of Wellington? 

Mr. STEVENS: Yes. 


The CHAIRMAN: Wellington is not providing the money itself but ae 
secured it by subscription, but Wellington will be the shareholder to the extel at. 
of 250,000 shares? 


Mr. STEVENS: Yes. i 
The CHAIRMAN: And whoever controls Wellington is going to be the one 
who determines the voting of those shares? @ 
Mr. STEVENS: Yes. 3 
The CHAIRMAN: Canadian Finance is subscribing for $2,250,000, and i 
is getting 150,000 shares? 
Mr. STEVENS: Yes. 
The CHAIRMAN: I take it Canadian Finance has got that money as a res! ult 
of the sale of subscription certificates of Canadian Finance? “ 
Mr. STEVENS: No, that money is as a result of shares issued. There is” no 
trustee arrangement with regard to that. 
The CHAIRMAN: It is that pre-incorporation issue? i 
Mr. STEVENS: No, it is the non-restricted capital issue. The prospectus that 
Senator McCutcheon has there is with- respect to shares in connection with © 
Canadian Finance and Investments? 
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- Senator McCuTcHEoN: You sold shares in Canadian Finance and Invest- 
ments, and you said if the bank is incorporated you propose to subscribe 
tor so many shares? 

__-Mr. Stevens: Yes. 


| The CHAIRMAN: In selling shares in Canadian Finance the purpose that 

was represented was that this money would be used, if a bank charter were 
g anted, to subscribe for shares of the bank? 

_ Senator McCuTcHEoN: Or, if not, then for 

think is the way the prospectus reads. 

Mr. STEVENS: Yes. 


x The CHAIRMAN: For the purposes of the record, you gave us some figures 
on holders in various provinces, and you gave a total of 6,099, and the reporter, 
Mr. Griffith, who is a better mathematician than I am, came up with a figure of 
6,039. When I add it up that is what I get. 
ae Mr. STEVENS: I think we have added apples and oranges, each. 

_ The CHAIRMAN: And bananas too. . 


Mr. STEVENS: The individual holders in the bank number 6,099. That is in 


accordance with this schedule I have referred to, and it gives you the provincial 
breakdown. 
ae 


general corporate purposes, I 


__ The CHarrman: The provincial breakdown, as I recorded it and as the 
reporter recorded it, totals 6,099. 


Mr. STEVENS: If I may clarify this, the total amount of trustees subscriptions 
that have been sold—I am referring to the subscriptions which will eventually 
end up as shares in the bank—represent 430,000 of those bank shares. And they 
are held by 6,099 shareholders. Those shareholders would include the institu- 
tions that we have referred to such as Great-West Life, Empire Life and 
Sovereign and people like that. But assuming that there would not be more 
than 99 of those, I am saying there are 6,000 individual holders, and in addition 
oO that there are 2,000 holders of Wellington trustee certificates. That is in 
addition to the 6,000. In addition to those again there are 2,600 C.F.I. share- 
holders. 


3 Senator BEAUBIEN (Bedford): They won’t have any vote in the bank? 


_ Mr. Stevens:-I am trying to clarify the point. While I say there are 6,000 


dividual holders, directly or indirectly there would be 10,000 who would have 
me interest in the bank. 


ae Senator THORVALDSON: Have Canadian Finance & Investments any other 
assets other than these investments sold in connection with the bank? 


if Fi Mr. STEVENS: Yes, it has mortgages which are all in Metropolitan Winnipeg. 


It has been carrying on a mortgage business there, managed by Crabb and 
oy in the area, Rex Nesbitts’ company. 


i 


__ Senator THORVALDSON: You referred to the Great-West Life Assurance 
‘Company and some of the other large companies, would they come in directly 
holding certificates or because they are holding shares in Canadian Finance 
& Investments? 


Mr. Stevens: They come in directly. They will be bank shareholders. I 
think in our earlier statement we actually gave a whole list of names of those 
who were supposed to buy shares in the bank. 


os Senator McCutTcHEon: They are not the persons who subscribed for the 
230,000 trustee certificates which were not offered in the prospectus? 
ame, 

ee Mr. STEVENS: Well, they were covered by a prospectus. 


_ Senator McCurtcHEon: But not offered to the general public? 


probably would not be a very hard thing to do. Somebody who wished + 
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Mr. STEVENS: Yes. th lg int 
Senator McCuTcHEON: Their combined holding is 230,000 shares? | 
Mr. SteveENS: The combined holding of institutions and petitioners ; 
regard would be 230,000. h 
The CHAIRMAN: Any other questions of Mr. Stevens? 


Mr. Coyne: I wonder if I could say something in respect to the ‘po 
raised by Senator Molson. This is something I gave a lot of thought to in tk 
planning of this project. Senator Molson asked whether a high degree of stoc 
ownership would be closely held. Well, opinions differ on this, but I thinl 
is 30 per cent. I would like to say there was an alternative to which we gave 
some thought and that would be to have the stock in the proposed bank, Of 
in the bank itself after incorporation, sold entirely to the general public - In 
relatively small amounts, if that were possible. It was a very big quest 
whether you could raise enough capital that way. We had to work this s 
by step as the project developed, but there was also the danger that if all 
stock in a new institution were widely scattered, some other large and pow 
ful group could come along and sweep up that stock in the market anc 


take control of such an institution might well pay a profit of 50 per cen 
small shareholders and buy them out. I thought that was a greater danger, 
a more unknown danger than anything else. I thought that there was | 
value to our bank, to our community and to the interests of Canada in mak 
sure that a sufficient volume of stock was closely held in strong hands 
people experienced in the financial world, who had made a success of t 
own businesses, and who were strongly pro-Canadian. aa 
There is also the question of foreign control which will come up eve y 
where and in all fields. It is still possible today for large foreign interests 
they were determined enough, to acquire control of one of the exis 
Canadian banks by purchasing stock on the market. I think this is a dang 
which the Government and the Royal Commission pointed to, and I personal 
hope something will be done about it by general legislation. But in my opini 
for what it is worth, we in this project took the best possible line to ensul 
control would not get into the hands of other large financial institutions 
into the hands of foreigners. 
The CHAIRMAN: Senator McCutcheon, you wanted to raise a question? 
Senator McCuTcHEON: Mr. Coyne has raised the question of 30 per c 
Is he quarrelling with Mr. Stevens’ figure of 43.3 per cent? 
Mr. Coyvne: I didn’t quite follow that. The situation could arise whe 
minority interest could control a company. I want to say that any comp 
of which I am president will never be controlled by a minority interest in 
way Senator McCutcheon has in mind. : 
Senator LEONARD: The question put by Senator Molson was on the ques! 
of heavy responsibility. I would like to put it to Mr. Coyne. What do yt 
say as to the heavy responsibility on you yourself and on Mr. Stevens — 
those associated with you in embarking on this? 
. Mr. Coyne: I agree there is a heavy responsibility upon us, sir. I th ur 
there will be a heavy responsibility put on anyone coming to Parliament 
asking for the incorporation of a bank or even a mortgage company or U 
company. I hope we have in Canada people who are willing to accept 
responsibility. I don’t know how else one could get new and large enter 
started and carried on. I hope there will be people in Canada willing to 
their money into new enterprises, and to some extent they will be influenc bs in 
those decisions by the kind of people who invite them to do so, and | vh eth 1€1 


e are prepared to carry a heavy responsibility or not. I have been 
med personally by the response, much greater than we ever thought 
ible, from the general public—particularly in western Canada—people 
nt to see this bank established, and who want to do business with this 
nd who want to be shareholders in this bank, even knowing that James 
e and Sinclair Stevens are to be prominently identified with it. People have 
good enough to tell us that that is why they have put their money into it 


nd wish to be associated with it. It is indeed a heavy responsibility, but I am 
pared to shoulder it. 


Senator BEAUBIEN (Bedford): A question to Mr. Stevens. On the board of 
ritish International Finance, are there any other directors who would have 
in the proposed bank other than the shares controlled by British 
ational, that is to say in their own right? Would there be any of them who 
ould have shares in the bank? 

Mr. Stevens: I would say on that that I think all of them do. I had better 
look over the list and make sure. All of them would, yes. 


4 


D 


Senator BEAUBIEN (Bedford): There is a prospectus showing the directors 
of British International? 


_ Mr. Stevens: Yes. I think Senator McCutcheon has one. Actually the 
directors—if you would like me to read them out— 


enator Beaubien (Bedford): What I want to know is with regard to the 
rectors personally. The directors of British Internationa] Finance, how many 
es would they control personally? 


Mr. STEVENS: We put restrictions on them in order to get distribution, and 
erally speaking people have not bought more than 200 or 250 or so certificates 
for shares in the bank. 

Senator BEAUBIEN (Bedford): If it is not a large amount, it would not 
latter. There is no large amount to be controlled by the directors of your bank? 
Mr. STEvENS: No, It is mainly what you would call nominal holdings to 
cates their interest and enthusiasm. On this point I have offered to show 


TO 


Ca 
u the two shareholders’ lists with regard to British International, the class A 
ind the common. When I take a quick look at the common shareholdings it 
makes me think that perhaps I had better explain some of the names that appear 
on th e list, because obviously they will not mean too much to you. 

The first name is Bansco and Company, which I should mention is a nominee 
for the Bank of Nova Scotia. 
| WV E. N. Bell is the next name, with 5,000 common shares. He is a life 
Asurance C.L.U. man with the Manufacturers Life. 
Maxwell Bruce is with us today, and he has a substantial holding. I do not 
t is fair to put some of these in the public record. 


Ser ator McCutcHeon: This list is going in the public record. 
‘J r. STEVENS: With the actual share numbers? 
s enator McCutTcHEON: Yes. 


di 
Ad 


of names all with the surname Charlebois. These are my in-laws, my 


hares which is a fair holding in the voting strength. They, incidentally, 
‘in Penetang, Ontario, which is not Quebec. 
nator BourrarD: Eventually it will be in Quebec. 


Senator LeonarD: Do you get along all right with your in-laws? 
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P| STEVENS: Mr. Maxwell Bruce has 750 shares. Then we come to a 


people. They in the agsregate have probably 5,000 or 6,000 of the com- ‘ 


’. STEVENS: Yes, and they assure me they have been in Canada since”! 
0 I take it they are Canadians. Then there is Gill Construction Limited — 
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whom I have referred, my partner in law, Richard Hassard, and myself. Then 
there is Inverness Investments Limited— 1 a 

Senator BEAUBIEN (Bedford): How many shares do they hold? 

Mr. STEVENS: 2,200 shares. Inverness Investments is shown with 9,000- old E 
shares. That is a three way split. I think it is exactly one- -third each way; 
one-third to myself; one-third to Philip MacDonald, who is an executive vice-— 
president and a director of British International. Unfortunately he has not 
appeared before you, but I think it would have been a good idea so that you 
could have met him. He is one of the liveliest executives we have in our organi-_ 
zation. Part of his holding is through Inverness Investments. The other third is 
held by Jeffrey K. Smith, a lawyer of the firm of Day, Wilson, Kelly. He is 
secretary of British International. 

Jamelynn Holdings Limited is again in the law firm of Day, Wilson, Kellly_ 
—that is their address. I am not sure of the holders of that company, but it 
has 7,500 shares. The reason I say I am not sure of the holdings is that it was 
pecaciated with Bill Bell, and I am not just sure of the registration. 

Maurice Jennings has 750 shares. He is an executive of British Interna- 
tional and is also in the Export Finance Corporation which is a joint corpora- 
tion that has been brought about by the chartered banks of Canada... It e 
owned—I am not sure percentage-wise by how much—by each of the chartered: } 
banks in Canada. 4 

Macron Holdings Limited is a company which again is a 49 per cent situa 
tion with regard to my holding, the other main holders being William Mollard 
and Andrew Wofford who is with the BA Oil Company and who is resident 
in Edmonton. He is a petitioner. fa 

Senator BEAUBIEN (Bedford): What do they hold? . 

Mr. STEVENS: Macron holds 9,300-odd shares. Mollard is shown again vith 
750 shares. My wife has 5,250. Perhaps that is where the control is. 3 

The CHAIRMAN: You can be sure it is. Ds 

Mr. StEvENS: My father has 800 shares and I am shown with 900. Steve i 
Securities, which is essentially a family company with my father and mother’s 
estate and the family like that, has 11,000-odd. ee 

I think I should explain that my own feeling is that when you run over | 
this list you will see that while technically I am probably right in the state- 
ment I gave to Senator McCutcheon concerning my holding and Bill Bell’s ‘Y 
and Mollard’s, it is much more diversified when you see the actual ownership 
of some of the smaller companies which are B.I.F. shareholders. I think it is 
interesting to note that basically all the big shareholders of B.I.F. are the 
executives of B.I.F., and the fairest thing to say about it is that it is controlled 
by the executives and directors of B.LF. 

Senator Barrp: I can appreciate the fact of your wanting to control fe 
company. It is probably like many other companies, the directors of which 
would not want to see their stock on the market to be picked up by anybody. 
It is in that way that I presume you have the idea of control? Oe 


Mr. STEVENS: That is right. As I said at the beginning we are willing to 
make any agreement that would be required, or any other arrangement, to. 
ensure that these shares will not get into foreign hands. We are quite willing | 
to do that because it is absolutely not our intention to sell to a foreign interest 
or group. x 

The CHAIRMAN: Thank you, Mr. Stevens. We have been sort of moving Mr. 
Coyne in and out of Mr. Stevens’ evidence. Are there any questions the co m- 
mittee would like to ask Mr. Coyne based on his original statement at t 1€ 
first hearing as well on the statements he gave today? ae 


ORNER: Mr. Chairman, I would like to say that I think this pro- 


n entirely wrong name. 
nator McCurTcHEoNn: That name is pre-empted. 


‘The Cuarrman: We have not got to the stage of dealing with the name 
id, secondly, this proposed bank could not be called the Bank of Toronto be- 
cause that name is occupied already. 


| Mr. COYNE: May I say that we cleared the name with the Inspector General 
of Ba nks. He looked up the past records. The bank which Senator McLean re- 
ferred to did not have the same name. That was the Western Bank of Canada 
not the Bank of Western Canada, and it disappeared a long time ago. He 
jought there was no conflict there. 
- Before Confederation, curiously enough, there was a Bank of Western 
ve ‘anada whose sole office was in Niagara Falls, Ontario, which was known as 
tern Canada in those days. It disappeared before Confederation, and both 
Inspector General and the Bank of Canada told us they thought the name 
all right. 
_ Some question did arise as to the French translation of the name. One of 
banks which operate chiefly in the Province of Quebec asked that it be 
ged slightly, and we did that to their satisfaction. So far as we know 
| the English name and the French name have been cleared, and are satis- 


The CHAIRMAN: There are no questions, Mr. Coyne. Thank you. 

_We have now arrived at the stage where we have to consider what we are 
going to do next. 

Senator Lronarp: Mr. Chairman, may I make a suggestion? 

4 fhe CHAIRMAN: Yes. 


‘Senator Leonarp: I think we have had very full evidence and, as Senator 
Molson said, very frank evidence from those who are mainly instrumental in 
ring this application before Parliament. It is now something over two 
iths since I moved second reading, and I believed it was only right that 
bill be held in committee until the report of the Royal Commission on 
ing and Finance was received and given consideration. That report is 
published, and we have had time to consider it 


‘The Cnarrman: I do not agree with you. I have not had time to consider it. 


Senator McCutTcHEon: I certainly have not. 
Senator LEonarD: Let me put it this way. I have had time to consider it. 
1k we have had time, at any rate, to put it in its proper perspective in re- 
to this application. As our first order of business today we dealt with the 
incorporate New Scotland Savings and Mortgage Company, and we re- 
that bill without amendment, except for the change of name. Actually, 
‘company is more likely to be affected by the recommendations of the 
ter Royal Commission than is the proposed Bank of Western Canada. 
he Commission’s report covers the whole field of Canadian banking and 
e. It deals with loan companies, trust companies, investment dealers, 
ace companies, life insurance companies as well as banks. When we came to 
ler the New Scotland Savings and Mortgage Company, or the Evangeline 
ngs and Mortgage Company as it is now to be called, we had Mr. Mac- 
xr before us, and he explained the bill was quite in order. 
ow, the Loan Companies Act sets up the provisions relating to the ad- 
ration of a loan company, it sets up the conditions under which the loan 
7 May be incorporated, it sets up the requirements, Our duty and respon- 


‘is, when such an application comes before us, to see whether this 
ut | 


‘should be called the Bank of Toronto. The Bank of Western Can- 
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application is in accordance with what Parliament has laid down as the — 
conditions for the incorporation of loan companies. 

The same thing is true of a trust company under the Trust Companies Act | 
and all trust companies now incorporated and that will be incorporated are | 
‘under the possibility of the recommendations of the Porter Commission affecting — 
their business and affecting it considerably. 

I do not think that we could, for example, hold up an application for a 
loan company, a trust company or an insurance company, any more than we 
did this morning with the application of the New Scotland Savings and Mortgage 
Company, merely because of the fact that the Porter Commission report is 
out now. | 

In so far as the Bank Act is concerned, it also prescribes the conditions 
under which a bank may operate and may be incorporated, and prescribes 
in the schedule for an act of incorporation. That is the law of the land now, 
that is what Parliament has said we are to look at, if we are to pass upon 
an application for an incorporation of a loan company, a trust company 
or a bank. 

It seems to me that the position we are in here as legislators is that. 

We must deal with these applications, whether for a loan company, a trust _ 
company, an insurance company or a bank, on the basis of the law as it is now. 
It is not relevant for us to consider whether or not the Porter Commission 
report may be implemented in whole, in part, or not at all. 

We have these applicants, coming before us and say they want to proceed 
with this application on the basis of the law as it is now, but should Parliament 
decide that there are any provisions of the Porter report recommendations 
which are to be brought into the law, in whole or in part, these applicants will 
abide by those changes in the law in the same way as other banks will have 
to abide by them. 

In so far as the Porter Commission report itself is concerned, no one has 
pointed cut anything in the report that is adverse to the incorporation of this 
bank. In fact, the stress of the Porter Commission report is on the desirability 
of competition in the banking business in Canada. To that extent it may be 
said that the Porter Commission report indirectly favours such an application 
as this. . 

As I have said, I think that there has been time to consider. It feel 
that I can say that in so far as my undertaking is concerned, it should be ~ 
ended. At the same time, if there are others, and I gather there are, who have 
not had an opportunity of doing so, that having heard the evidence, I quite 
recognize that it should not be pressed upon them, so that they will not have 
further time to consider both the report and the evidence that they have before 
them—with all due respect to these applicants, it seems to me that, after two 
months, having in mind these other applications, we should adjourn the hearing 
today for one week, but within that week we should be ready to deal with 
this application. 


The CHAIRMAN: We had our first hearing on March 18. 


Senator LEONARD: I know, as far as this committee is concerned, but the 
matter was debated in the Senate. 


Senator KINLEY: Has there been any bid indication that the other charter 
banks in Canada want to oppose this bill? 

The CHAIRMAN: It has not been mentioned. 

Senator BAIRD: One of them is here now. 


Senator KINLEY: I think that if they feel that they are being invaded, 
they should come in and say so. 

The CHAIRMAN: Some senator has mentioned that there are directors of 
‘banks here. Certainly there are. I am a director of a bank and I have tried — 
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to go down the centre road in these hearings. If at any moment in this com- 


mittee there is a feeling that I am departing from the centre of the road, I> 


should be told immediately and you will have a new chairman. 
_ Senator Bairp: There must be four or five of them here. 

The CHAIRMAN: We do not belong as second class citizens. 

Senator Bartrp: You may be blessed that Way. 

Senator CAMERON: I am intending that when the second reading of the 
Laurentide Bank application is completed I would propose to refer it to this 
committee so there would be the same procedure in the next application. 

Senator Buois: I wonder if you would take into consideration a statement 
supposed to be made the other day by the Minister of Finance Mr. Gordon, 


it is reported in the Montreal Gazette this morning and I should like to be 
allowed to read it. It says: 


New Bank Charters in Fall—Gordon 
Finance Minister Gordon has indicated that three proposed banks 
must wait until fall for their federal charters. He said in an interview 
the government hopes to amend the Bank Act in the fall after studying 
the recently-released report of the Royal Commission on Banking. 
Charter applications have been made for the Bank of Western 
Canada, the Bank of British Columbia and Laurentide Bank. 


On the strength of that, if they are going to hold this bill up in the other 
place, would it not be wise for this committee, instead of holding this bill 
here, until we have had more opportunity of studying this report? 

The CHAIRMAN: There are two questions there, Senator Blois. One is 
holding the bill up until the Government announces policy. The second is 
holding this bill in committee until we are fully satisfied with all the evidence 
available. I do not think there can be any doubt but that we should not deal 
with the bill finally until we are satisfied that we have heard all] the relevant 
evidence. Certainly, as far as I am concerned, I have not had an opportunity 
of reading the report of the Royal Commission on Banking and Finance and 
I would like to read it. Mr. Coyne makes some reference to the philosophy of 
the report in relation to competition and of course we have an area of dis- 
agreement as to whether the report is pro or against that situation. In any 
event, I want to study it for myself. That is only talking personally and not 
as chairman. Whatever the committee wishes to do—whether we are going 
to seek further evidence or. not, or study further the banking situation in 
western Canada to see if this bank is to operate in western Canada and how 
many branches or if-there is any great virtue in having the head office in 
Winnipeg instead of in Bay Street, when there is almost instantaneous com- 
munication now between places for decisions. 

The real purpose of that, talking personally, is the need for another bank 
and the fact that it can make money. As I said to Mr. Coyne earlier, I would 
not expect them to be here if they did not feel that the bank could make 
money, because they are sensible businessmen. We assume that. They do not 
have to adduce evidence as to whether they can make money. The question 
is. the need. I would like to hear all available evidence on that. 

Senator BarrD: Has the need anything to do with our granting the applica- 
tion, if they comply with all the rules and regulations, what authority have 
we to turn it down? 

The CHAIRMAN: If need has not something to do with it, we get into 
the position of being a rubber stamp—and I am ready very quickly to accept | 


that classification. 
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Senator LEONARD: With all due respect, I am director of a mortgage 


fs 
Sy 


corporation but if a mortgage corporation application comes along, I cannot ~ 


properly oppose it because I would prefer not to have another competitor. 


There is nothing in the Loan Companies Establishment Act that says you 
must establish a need for another charter. There is nothing in the Bank Act 
that says that. There is nothing that enshrines the present number of charter 
banks as eight or 10 or 11 or 12. 

With all due respect, I suggest that if we embark on the question of need 
for the incorporation of this institution—and after all, important and all as 
banks are, so are life insurance companies—with all due respect I think it 
is quite irrelevant. 

The CHAIRMAN: What I have said is my own personal view and notwith- 
standing what might be a subtle inference in what you have said by referring 
to yourself as in a mortgage corporation, I have not been influenced in pre- 
senting my viewpoint by the fact that I might be a director of a bank. 

Senator LEoNaRD: There was no inference in my remarks. 

The CHAIRMAN: It hit me that way. 

Senator BairD: A guilty conscience? 

The CHAIRMAN: Who is there who cannot say mea culpa? 

Senator LEONARD: There is no inference in my remarks. 

The CHAIRMAN: Well, it struck me that way. 


Senator THORVALDSON: Mr. Chairman, a moment ago you made some 


remarks as to what should be the procedure of the committee, and you 


wondered whether the committee should go out and seek people to make 
presentations to it, such as, for instance, the chartered banks. I want to give 
my view that if the chartered banks want to be heard, whether in opposition 
or not, they should come here themselves and ask to be heard. However, I 
understand they have not, nor has anybody else, so far as I know. 


The CHAIRMAN: From your experience on this committee and other com- 
mittees in the past, senator, you know that when a bill comes to us that is 
of concern to various classes of business, etc., we do not usually notify them, 
and we have not done so here. Many are so eager that they ask to be heard. 

Senator THORVALDSON: That is really my point. 


The CHAIRMAN: We have had no requests to be heard. What I put to this 
committee originally was that, having heard evidence, I thought the com- 
mittee should consider what steps it should take, if any, what further evidence 


it needs, if any, before considering the bill section by section. "g i 
Senator Crerar: Mr. Chairman, we have before us. this application, and ~ 


we have had pretty full explanations from the witnesses. If we have any 
more representations to be made to the committee, then I think we should 


wait for them; but if we have not, then I think we should proceed to deal 


with this application. 


Now, so far as I am concerned, the Porter. Commission and its recom- — 


mendations have no bearing on this present application at all. We know 


that the revision of the Bank Act is postponed for another year to give an 


opportunity to fully digest the Porter Commission’s recommendations. We 


also know that whatever changes may be made in the Bank Actas a resulta 


of the commission’s work will apply equally to all banks. We do not know, 


but it may be quite possible that the revision of the Bank Act may be post- yi 


poned a further year. That is a possibility. It may be that all the recom- 


mendations of the Porter Commission will be accepted, but they will have 
to apply to all banks. It may be that none of the recommendations of the 


_Porter Commission will be accepted. 
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aie hie preter case, we Mos petitioners who have come here, and I 


pane they demonstrated their good faith and their capacity. They have 


secured $10 million in stock subscriptions, which I venture to say is a larger 
subscription for a new bank starting than that of any existing banks when 
they started decades ago. Therefore, we should consider this application in 
the light of the provisions of the Bank Act as they exist now, not what they 
will be a year from now or perhaps two years from now when the revision 
of the Bank Act may take place. If this charter is granted now, whatever 
changes are made when the revision of the Bank Act finally comes along 
a year or two years from now will, of course, apply to this bank as to any 
other bank; and therefore there is no logical reason why this petition should 
not be dealt with now, why this application and bill should not be considered, 
amended or rejected, and find its way through Parliament. 

Mr. Chairman, I make no bones about my position in respect to these 
charters. If a group of people come along and petition to be incorporated as 
a bank, even with the capital provisions at present in the Bank Act—which 
I think are altogether too low, and will be remedied at the time of the 
revision—we should not refuse them. Here a bank comes along with $10 - 
million subscribed capital and, I understand, several millions of dollars in 
reserve. By that very act they have demonstrated their capacity and good 
faith. Simply to refuse this application now because of some extraneous 
reasons altogether, I think would be a complete abnegation of the responsibility 
of the Senate. Therefore, I am in favour of proceeding with this bill, 
examining it, hearing further witnesses or further evidence, if any person 
wishes to present it to the committee; but we should not delay it unduly 
by waiting for someone to come here and talk to us about it; and we 
certainly should not delay it because of anything in the Porter Commission, 
or anything else. The bill should be considered now and dealt with on its 
merits. That is my position on this committee, Mr. Chairman. 


The CHAIRMAN: Thank you, senator. 


Senator McCuTcHEON: Mr. Chairman, I am sorry I cannot agree with 
Senator Crerar; I usually do agree with him. The very fact that Mr. Coyne 
spent a considerable amount of time this morning giving his view as to what 
the philosophy and recommendations of the Porter Commission were, in- 
dicates that in the minds of the applicants it has some relevance. I feel 
that it has relevance, and that as far as I personally am concerned, I need 
more time to consider the report and reach my own conclusions on it. 

Of course, there is the other fact, that I do not think the evidence given 
this morning was relevant either. Most of the members of the committee have 
not seen the financial statement Mr. Stevens has filed and that will be appended 
to the report of these proceedings. He has been very frank; but we would like 
to see the entire shoreholders’ list ourselves. I also think some of the members 
of the committee, who may not have had access to the piece of paper which led 
to my questioning this morning, might like to look at the evidence before any 
further steps are taken. My view is that we should not proceed further at this 
time. e 
. Senator LEONARD: I agree with what Senator Crerar has said; but having in — 
mind what I said about my own undertaking, no matter how I might feel about 
it now being ended, if others feel differently, I do not want to press it. For that 
reason, and for the reason Senator McCutcheon has mentioned, that some 


- people may want to consider the evidence given this morning, in the report of 
the proceedings, I would suggest that we adjourn consideration of this bill, 


keeping it on the agenda of the committee for the next meeting which normally 
would be a week today, when we might then resume. 
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The CHARMAN: There may be a meeting sooner than that, so you had better 
not put the word “next” in there. 

Senator LEONARD: I will put the word “next” in there because it should be 
retained on the agenda, and then if there is a meeting of the committee tomor- 
row perhaps we could simply say that we will keep it on the agenda but will 
adjourn the matter. If it is agreeable to the committee, I suggest we adjourn 
consideration of this bill, keeping it on the agenda for the next meeting of this 
committee. a 

Senator CRERAR: I would support Senator Leonard’s suggestion. By that 
time— 

Senator McCutTcHEon: I suggest this be adjourned at your call, Mr. Chair= © 
man. 

The CHAIRMAN: Just a minute, we have several things here. 

Senator CRERAR: I would support—have I the floor? 

The CHAIRMAN: Yes, you have seconded the motion. 

Senator CRERAR: I would support Senator Leonard’s suggestion. By that 
time we should have the report of today’s proceedings. We would then have 
had an opportunity to examine it and obtain whatever information we require. 

Senator Wooprow: Don’t you think we should notify the chartered banks 
and other institutions that might be interested that we would be glad to have 
them come before us? 

The CHAIRMAN: We will send them a notice. 


Senator Power: Do I understand you to have said the chartered banks 
have not been asked to attend? 

The CHairMAN: Not as yet. 

Senator Power: I move that the chairman of the chartered banks, or some- 
one representing the chartered banks, whoever that might be, be invited to give 
evidence. 

Senator LEONARD: The logical person is the president of the Canadian 
Bankers’ Association, if they wish to do so. 

Senator Power: Let us invite them so that they will not be able to say they 
were not notified. 

Senator LEONARD: If they do not wish to appear— 

Senator Power: That is their business. 

Senator LEonaRD: —that is quite all right. 

The CHAIRMAN: That has been noted and that will be done. 

We have a motion to adjourn. In view of what I know about the possibility 
of another meeting of this committee very soon, if I might suggest it, possibly 
the motion should be that this bill be retained on the agenda of the Standing 
Committee on Banking and Commerce for the next regular sitting of the 
committee. 

Senator LEONARD: That is perfectly all right with me. I know what you 
have in mind, and I would certainly give it priority over the Bank of Western 
Canada bill. 

Motion agreed to. 

The committee adjourned. 
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APPENDIX “A” 


List of Class ‘‘A’’ Shareholders 
of 
BRITISH INTERNATIONAL FINANCE (CANADA) LIMITED 
Prepared by 
YORK TRUST AND SAVINGS CORPN. 


BRITISH INTERNATIONAL FINANCE (CANADA) LIMITED 
CLASS “A” STOCK 


Certified a correct list of Shareholders of 
BRITISH INTERNATIONAL FINANCE (CANADA) LIMITED 
as at the close of business, July 24, 1963. 


Issued and outstanding shares: 268.013 


PEG eee sae eo ete eck el 8 ww ae ee Oe SS SES A ER OEE 


TRANSFER OFFICER 


Toronto, Ontario 
July 29th, 1963 


Abel, Mrs. Lillian D., 200 Allan, George A., 100 
81 Phair Ave., 65 Castlefield Ave., 
Wallaceburg, Ontario. Toronto 12, Ontario. 
Adams, Mrs. Ada R., 100 Amos, J. Willim, 100 
93 Sterling St., 41 Skov Cres., 
Hamilton, Ontario. Guelph, Ontario. 
Adams, Albert J. Ralph A. Adams 100 Anderson, D. Howard, 100 
And Mrs. Constance R. Dalziel c/o Canada Life Assurance Co., 
Trustees Estate of Albert A. Adams. 2200 Young St., : 
93 Sterling St., Toronto 7, Ontario. 
Hamilton, Ontario. Anderson, Miss Elizabeth, 100 
Adamson, Raymond §&., 100 Apt. 225, 2755 Yonge St., 
= Churenill Dr., Glencairn Apartments, 
Galt, Ontario. Toronto 12, Ontario. 
Addison, Miss Ialene, 100 Anderson, John, 100 
57 Marion St. North, iS Coes tay 
Hamilton, Ontario. London, Ontario. 
Agnew, Gilbert 100 Androwowski, John K., 30 
16 Hillier Cresc., 150 Victoria Rd. N., 
Brantford, Ontario. Guelph, Ontario. 
nena? 150 Antill, James F., 100 


c/o Empire Life Insurance Co. Ltd., 
243 King St. E., 

Kingston, Ontario. 

Alexander, Clifford A., 300 Armstrong, Mrs. Constance, 100 


110 Mount Pleasant St., R.R. No. 3, 
- Brantford, Ontario. Streetsville, Ontario. 


Boxr2lt; 
Kingston, Ontario. 
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Arrowsmith, Mr. L. Dennis In Trust 10 
133 Woodington Ave., 
Toronto 6, Ontario. 


Atkinson, Gordon, 500 
R.R. 1, 

Barrie, Ontario. 

Avison, Mrs. Joan, 25 


2 Admiral 'Rd., 
Brantford, Ontario. 


Babcock, James L., 50 
44 Hillcrest Dr., 
Galt, Ontario. 


Bailes, Miss Ella Jean, 30 
372 Huron St., 
Toronto, Ontario. 


Bailey, Mrs. Eleanor B., 150 
970 Eglinton Ave. E., 

Apt. 109, 

Toronto, Ontario. 

Bailey, F. Glen, 200 


22 Colin Ave., 
Toronto, Ontario. 


Baker, Albert A., 50 
Room 1700, 

4 King St. W., 

Toronto 1, Ontario. 

Baker, Mrs. Elsie L., 500 


44 Jackes Ave., 
Toronto 7, Ontario. 


Bakker, Mrs. James, 150 


R.R. No. 4, 
London, Ontario. 
Balkwill, Murray A., 200 


271 Dawlish Ave., 
Toronto 12, Ontario. 


Ballantyne, Herbert M. And 100 
Mrs. Frederina Ballantyne 
A.J.T.W.R.S. And not as 
Tenants in common, 

454 Ridout St. S., 

London, Ontario. 


Barney, Herbert E., 100 
89 Earlscourt Cres., 
Woodstock, Ontario. 


Barnt, Mrs. M. Dorothy, 200 
29 Edgevalley Dr., 
Islington, Ontario. 


Barrett, Frank, 100 
23 Prospect St., 
Port Dover, Ontario. 


Bateman, Lawrence Gi 100 
18 Brule Gardens, 
Toronto 3, Ontario. 


Bateman, William E., 300 
98 Guestville Ave., 
Toronto 9, Ontario. 
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Beamish, W. | Frederick, 
Bothwell, Ontario. 


Bearden, Mrs. Irene, 
410 Bay St., 
Orillia, Ontario. 


Beatty Oil Limited, 
Box 220 Bothwell, Ont. 


Beaudoin, Remi G., 
74 Chestermere Blvd., 
Scarborough, Ontario. 


Beckett: neiches Aw 
Rene Bs 
St. Thomas, Ontario. 


Bee, John W. and Mrs. 
Mabel M. Bee, 

584 Adelaide St. 
Woodstock, Ontario. 


Bennett, Alfred E., 
251 Chaplin Crescent, 
Toronto 7, Ontario. 


Bennett, A. Kendall, 
Box 97, 

Aurora, Ontario. 
Bentham, Dr. William H., 
24 Bendale Ave., 
Scarborough, Ontario. 
Bethune, William A., 
202 Cecil St., 

Sarnia, Ont. 

Birchard, Dr. James R., 
216 McDonald Ave., 
Belleville, Ontario. 
Bish, Robert ey, 

96 Greenbrook Dr., 
Kitchener, Ontario. 
Blake, F. Gordon, 

88 Bernard Ave., 
Toronto 5, Ontario. 
Blois, Walter G., 

36 Hartfield Rd., 
Islington, Ontario. 
Bond, Mrs. Mabel, 

358 Cartier Ave., 
Sudbury, Ontario. 
Boone, Geoffrey L. Jr., 
Box 2215, 

London, Ontario. 
Booty Harry G., 

ol First Ave., 

Galt, Ontario. 


Borins, Samuel D., 


1765 Victoria Park, Suite A., 


Scarborough, Ontario. 


Borins, Samuel D., 
5978 St. Clements Ave., 
Toronto 12, Ontario. 


100 


90 
300 


300 


300 

50 
150 
100 
100 
100 
100 
150 
100 
100. 


200 


1,000 


500 


os Apt. be 


_ Hamilton, Ontario. 


2 Baer arian, Mr. Ronald J., 
1. ee Sis 

_ Wyoming, Ontario. 
Bos, Hendrik, 

c/o McLeod Young Weir & Co., 


Ltd., 
50 King St. W., 
Toronto, Ontario. 


Bodkin, Kenneth N., 
201 Farrand Street, 
Port Arthur, Ontario. 


Bowles, Neil L., 

Box 249, 

Acton, Ontario. 
Boyce, J. L. Ralph, 

2 Braid Place, 
Guelph, Ontario. 
Bradshaw, Robert W., 
33 Abinger Cresc., 
Islington, Ontario. 


Brazzell, Garry T., 


503 Electric Railway Chambers, 


Winnipeg 2, Manitoba. 


Bridgman, John R., 
15 Orchard Crest Rd., 
Toronto 9, Ontario. 


Briggs, Mr. Gordon, 
13645 Linnhurst, 
Detroit 5, Mich., U.S.A. 
Bringham, Royden, 
717 Pape Ave., 
Toronto, Ontario. 
Broadbent, Albert, 

4 Duplex Cresc., 
Toronto, Ontario. 
Broadfoot, Dr. T. William L., 
237 Kent St. W., 
Lindsay, Ontario. 


Brooksbank, Mr. Charles, 
Hor. J, 


Wallaceburg, Ontario. 


Brotherton, Ian D., 
537 Donlands Ave., 


Toronto, Ontario. 


Brown, Ernest V., 


c/o Galt Paper Box Ltd., 


49 King St. W., 

Galt, Ontario. 

Brown, Mrs. Helen C., 
11 Elm Ave., 

Apt. 322, 

Toronto 5, Ontario. 
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200 


100 


100 


100 


200 


500 


315 


100 


100 


100 


200 


100 


50 


15 


100 


200 


AND COMMERCE 


aihear. Kenneth C., 


262 St. George St., 


Toronto, Ontario. 


Brown, Mrs. Margaret Laura, 


Apt. 4, 
217 The Donway West., 
Don Mills, Ont. 


Brown, Victor M., 
440 Manor Rad. S., 
Toronto 7, Ontario. 


Bruce, Maxwell, 


Brunt, William R., Jr., 
14 Emrick Ave., 
Fort Erie, Ontario. 


Buchanan, John Y., 

c/o Industrial Acceptance 
Corporation Limited, 
1143 Bay St., 

Toronto 5, Ontario. 


Buck, George A., 
115 Dowling Ave., 
Apt. 303, 

Toronto 3, Ontario. 


Burgess, Mrs. Dorothy M.., 


14 Fitzgerald St., 
Toronto, Ontario. 


Burgess, Miss Evelyn, 
659 Huron St., 
Toronto 5, Ontario. 


Burnett, Miss Agnes, 
105 Arnold St., 
Richmond Hill, 
Ontario. 


Bush, Frank S., 
100 Lyon Ave., 
Guelph, Ontario. 


Bush, Mrs. Nancy E., 
4 Hemford Cresc., 
Don Mills, Ontario. 


Bush, Miss Sadie E., 
450 Walmer Rad., 
Apt. 705, 

Toronto 10, Ontario. 


Butt, Mrs. Lilian G., 
591 Glen Park Ave., 
Toronto, Ontario. 


Byerlay, Mrs. Dorothy M., 


Box 142, 
Alliston, Ontario. 


Cadman, Mrs. Marjorie, 


Box 1428, 


Clarkson, Ontario. 


Cahill, Dr. Claude F., 
286 Hunter St. W., 
Peterborough, Ontario. 


257 


750 
200 


100 


30 


100 


50 


100 


500 


50 


500 


20 


100 


50 


100 


84 ~ STANDING COMMITTEE 
Callander, Mrs. Isobel, 200 Charlebois, Miss Mary A., 1,200 
Box 33; 1460 Bayview Ave., 
Petrolia, Ontario. Toronto 17, Ontario. 
Campbell, Donald A., 50 Charlebois, Mary Baere (Mrs), 630 
28 Upper Canada Drive, 63 Robert St. W., 
Dink 2, Penetanguishene, Ontario. ° 
Willowdale, Ontario. Charlebois, Peter A., 540 
Campbell, Robert H., 1 63 Robert St., W., 
20 Broadview Ave., Penetanguishene, Ontario. 
Galt, Ontario. Charlebois, Phil A., 970 
The Canada Trust Company Re R-15 1,000 63 Robert St. W., 
P.O. Box 100, Penetanguishene, Ontario. 
Guelph, Ontario. : 
The Canada Trust Company ee pte MERE ee et 
Re N72-30 100 12 Richmond St. E., 
P.O. Box 2545 Terminal “A”, Toronto, Ontario. 
Main Branch, _ Chisholm, Mrs. Georgina, 300 
London, Ontario. 1306 Lake Shore Rd. E., 
Caradonna, Jack, 100 Oakville, Ontario. 
294 Eglinton Ave. W., Ch Mr. vi 
Toronto 12, Ontario. ne ee ict ae 
Carlson, Mr. John V., 100 Oakville, Ontario. 
427 Geneva St., Christie, David A. C., 
St. Catharines, Ontario. ee a es 
Carlton, Mrs. Margaret, 100 era els on rey 
3461 Lakeshore Highway, Ciaramella, Vincenzo, 200 
Burlington, Ontario. a eee St., 
Carr, Mrs. Eva, 125 see Pa meutae 
178 Bartlett Ave., Clair, Mrs. Catherine R., 200 
Toronto, Ontario. eee Bes ite Road., | 
n ; ; 
_ Carr, Dr. Meyer, 1,000 — heme Ce, 
452 Main St., E., Clapp, Mr. Lloyd, 100 
Hamilton, Ontario. Eberts, Ontario. 
Carscallen, Norman, 100 Clarke, Roderick W., 100 
300 Hatt St., 
331 John St., Dund ; 
Sudbury, Ontario. undas, Ontario. 
Clarke, Russell E. 100 
Cartan, Mrs. Gretta, 100 ne ; 
15 Mallory Cresc., Gee 
Apt. 308, gton, Be 
Toronto 17, Ontario. Class, Carl A., 50 
Fornt St. 
Catania, Michael L., 100g th j ; 
47 Whitmore Ave., reapege st neu canlles 
Toronto 10, Ontario. Clavir, William, 100 
c/o Midcontinent Truck 
Challis, Fred, 50 Terminal itdz 
10 Redbud Dr., 1608 The Queensway 
Chatham, Ontario. Toronto 18, Ontario. 
Charest, Mrs. Esther D., 150 Clemes, Dr. Ian L., 50 
7 Purling Place, 37 Lynwood Dr., 
Willowdale, Ontario. Guelph, Ontario. 
Charest, Mr. Jean, 150 Clifford, Tom, 100 
7 Purling Place, 305 Pape Ave., 
Willowdale, Ontario. Toronto 8, Ontario. 
Charlebois, Miss Eloise, 810 Clifton, Mrs. Ethel, 100 | 
63 Robert St. W., 218 Kempenfeldt Dr., | 


Penetanguishene, Ontario. Barrie, Ontario. 


BANKING AND COMMERCE 


Cobean, Edward J. Sr., 
Chesley, Ontario. 


Cobean, Harry James, 
Chesley, Ontario. 


Cobean, Harry R., 
Chesley, Ontario. 


Coburn, John L., 

Canada Permanent Mortgage Co., 
Main & James Sts., 

Hamilton, Ontario. 


Cockshutt, Mrs. Ena M., 
227 Dufferin Ave., 
Brantford, Ontario. 


Cohen, Maurice, 

c/o Canadian Imperial Bank, 
of Commerce, 

Yonge & Wellington, 

49 Yonge St., 

Toronto 1, Ontario. 


Collard, Frank A.., 

c/o Howell Forwarding & Co. Ltd., 
31 Scott St., 

Toronto 1, Ontario. 


Colman, Jeremy M.., 
97 Post Rd., 
Don Mills, Ontario. 


Conway, Mrs. Flora P., 
sad Pine St., 
Collingwood, Ontario. 


Cook, Dr. Walter F., 
437 Sandra Blvd., 
Sudbury, Ontario. 


Coomber, William, 
9 Cathcart St., 
Willowdale, Ontario. 


Cooper, Alexander J., 
c/o Jamaica Tourist Board, 
King Edward Hotel, 
Toronto, Ontario. 
Cooper, Frank E. Jr., 
889 Kitchener St., 
Niagara Falls, Ontario. 
Corakis, Nick, 

68 London St., 

Toronto 4, Ontario. 
Cornell, Henry E. C., 
26 Lytton Blvd., 
Toronto 12, Ontario. 
Cosford, Mrs. Ivy, 

18 Blythdale Rd., 
Toronto 12, Ontario. 
Cosway, Donald J., 

6 Spruce Hill Rd., 
Toronto 13, Ontario. 
Coulter, Mrs. Kathleen H., 
95 Forest Ave., 

St. Thomas, Ontario. 


100 


100 


200 


100 


100 


1,000 


200 


1,650 


100 


300 


100 


25 


100 


500 


100 


150 


100 


Courtis, Glenn, 
Bont 2; 

Wallaceburg, Ontario. 
Coutts, John Alexander, 
5 Owen St., 

Barrie, Ontario. 
Cowan, Mrs. Alice E., 
31 Roehampton Ave., 
Toronto 12, Ontario. 
Craig, Samuel J., 

34 Wembley Drive, 
Sudbury, Ontario. 


Crampton, Ribton G., 


c/o Toronto Dominion Bank, 


16 Durham Street S., 
Sudbury, Ontario. 


Dr. Crockford, Morley J., 


24 Bowood Ave., 
Toronto 12, Ontario. 


Grouch, Stanley A.., 
11 Treleaven Drive, 
Brampton, Ontario. 


Crown Trust Company, 
302 Bay Street, 
Toronto, Ontario. 


Cudmore, Mrs. Eethel A., 


148 Lothiam Ave., 
Toronto 18, Ontario. 


Cummings James H., 
132 Bendamere Ave., 
Hamilton, Ontario. 


Cuthbertson, Mrs. Elsie, 
981 Lillian Street, 
Willowdale, Ontario. 


Dafoe, Mrs. Alice G., 
Box 40, 
Napanee, Ontario. 


Dario, Charles, 
46 Chestnut Hills Pky., 
Islington, Ontario. 


Davidson, Mildred G., 


295 Quebec Ave., 
Toronto 9, Ontario. 


Davis, Mrs. A., 
22 Lawrence Cres., 
Toronto, Ontario. 


Davis, William A., 


22 Lawrence Cres., 
Toronto, Ontario. 


Dawe, Harvey C., 
84 Wellington Street, 
Lindsay, Ontario. 


Dawes, Frederick, W. H., 


15 Macmillan Cres., 
Chatham, Ontario. 


85 


100 


200 


a75 


100 


200 


100 


50 


700 


100 


200 


1,575 


100 


200 


100 


105 


195 


100 


100 


86 


Dawson, Frederick, 
1685 Kipling Ave., N. 
Apt. 407, 

Rexdale, Ontario. 


Day, Frank, 
1943 Miller Cres., 
Sudbury, Ontario. 


Day, Mrs. Mabel A., 
499 Prince Edward Dr., 
Toronto 18, Ontario. 


Day, Miss Margaret A., 
5 Mallory Gardens, Apt. 505, 
Toronto 7, Ont. 


Dayman, Gerald, 
280 Kathleen Ave., 
Sarnia, Ont. 


Dean, Mrs. Flora, 
Box 836, 
Petrolia, Ont. 


Dean, Mrs. Rhoda, 
262 Kenilworth North, 
Hamilton, Ont. 


De Lorme, Arthur F., 
1039 James St. W., 
Wallaceburg, Ont. 


Delzotto, Mrs. Celseste, 
14 Spencely Court, 
Weston, Ont. 


Demers, Miss Annette, 
664 Albert St., 
Wallaceburg, Ont. 


Destefano, Mr. Angelo, 
280 Willow St., 
Sudbury, Ont. 


Dettman, Eldon C., 
Regent St. no. 18, 
Lindsay, Ont. 


Dickie, Jack W., 
5 Fleet St., 
Brantford, Ont. 


Dickson, George, 


STANDING COMMITTEE 


100 


100 


100 


100 


50 


200 


200 


100 


200 


50 


200 


100 


50 


500 


Executive Vice President Canada 


Packers & Co. Ltd., 
2200 St. Clair Ave., W., 
Toronto 9, Ont. 


Dingsdale, Hugh F., 
25 Eccleston Dr., 
Toronto, Ont. 


Doerr, Harold, 
11 Armour Dr., 
Welland, Ont. 


Doherty, James A.., 
49 Glenwood Ave., 
Toronto 9, Ont. 


615 


25 


100 


Doman, Mrs. Sara J., 
Box 554, 
Petrolia, Ont. 


Dorner, Frank H. C. 
97 Salisbury Ave., 
Galt, Ont. 


Dougals, Mrs. Mildred E. 
Box 509 
Napanee, Ont. 


Douglas, Miss Nellie L. 
591 Water Street 
Peterborough, Ont. 


Downie, Andrew R. 
c/o Carling Breweries 
1047 Yonge St., 
Toronto 5, Ont. 


Doyle, William R. 
265 Front St., 
Belleville, Ont. 


Duggan, Mrs. Jessie S. 
R.R. No. 2, 
Caledon East, Ont. 


Duncan, Mrs. Emily F. 
Box 747 
Petrolia, Ont. 


200 


100 


200 


25 


100 


400 


425 


Duncan, Miss Florence Evelyn Marion 567 


Mount Forest, Ont. 


Duncon, George H. 
HORA No ds 
Conny Ont, 


Duncon, Gordon J. 
109 Durham St. S. 
Sudbury, Ont. 


Duncan, John Ford 
969 London Rad., 
sarnia, Ont. 


Duncan, Mrs. Margaret Jane 
Mount Forest, Ont. 


Duncanson, K. John 
199 Berry Rd., 
Toronto 18, Ont. 


Dunn, J. Newton 
1 Aylesbury Road, 
Toronto, Ont. 


Dunsdon, Leslie 
18 Hamilton Ave., 
Brantford, Ont. 


Durbin, Nathan 
273 Yonge St., 
Toronto 1, Ont. 


Durnan, William A. 


34 Omaha Ave., Algonquin Island 


Toronto 2, Ont. 


600 


100 


100 


600 


100 


200 © 


500 


100 


200 


| « Ti 


Fes Dyer, Mrs. Kathleen | 
- ¢e/o Dyers Furniture 


Rage ay teen 
TaN yet anh eg 
Vir SPB Bt) | 

; 

Vee daa 


30 Main St., 
Newmarket, Ont. 


Dyer, William 


c/o Dyers Furniture 
30 Main St., 
Newmarket, Ont. 


Dyke, Mr. Charles 
175 Easson St., 
Stratford, Ont. 


Edwards, Mrs. Laura May 
Te Thats). 25 
Grand Valley, Ont. 


Elliott, Harold H. 
27 Jackson Ave., 
Toronto 18, Ont. 


Elliott, Miss Phyllis 

240 Northcliffe Blvd., Apt. 207 
Toronto 10, Ont. 

Evans, John E. 


234 Queensdale Ave., 
Toronto 6, Ont. 


Evans, Mrs. Rose L. 
234 Queensdale Ave., 
Toronto 6, Ont. 


W. Edgar Evans 
100 Winston Cres. 
Guelph, Ont. 


Eyre, Warren 
36 Yonge Street 
Toronto 1, Ont. 


Fagan, Eugene M. 
OO. Box: 95 
Port Credit, Ont. 


Fairbairn, John 
420 Grand Ave., East 
Chatham, Ont. 


Fairweather, Donald H. B. 
47 Winston Grove Blvd., 
Toronto 18, Ont. 


Fallis, Harold 

18 Southwood Drive 
Toronto, Ont. 
Farncomb, Mrs. Anne E. 
182 Elexandra Blvd., 
Toronto 12, Ont. 


Feggans, Scott 


.605 Rogers Rd., 


Toronto, Ont. 
Fenwick, Willington 
142 Cornwall Heights 
Brampton, Ont. . 


Findlay, Mr. Claude A. 


1921 Delaware Ave., 
Niagara Falls, Ont. 


150 


150 


200 


300 


501 


200 


500 


300 


10 


100 


100 


100 


100 


100 


100 


200 


100 


100 
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_ BANKING AND COMMERCE 


Findlay, Earl 

c/o Sarco Canada Ltd. 
611 Gerrard St. E., 
Toronto 8, Ont. 


Finucan, J. T. 
61 Wigar Road, 
Toronto 18, Ont. 


Flavelle, J. David 

c/o Nat. Trust Co. Ltd. 
21 King St. East, 
Toronto 1, Ont. 


Fletcher, Dr. Marwood D. 
141 Kittredge St. E., 
Strathroy, Ont. 


Foley, Frank H. 
282 George St., 
Belleville, Ont. 


Forster, Alan C. 
49 Lexfield Ave., 
Downsview, Ont. 


Jorstmann, Mrs. Jean 
91 Sherman Ave., S., Apt. No. 1, 
Hamilton, Ont. 


Foster, Francis 
c/o Creamery, 
Dresden, Ont. 


Foster, Mrs. Muriel 
71 Westhampton Dr., 
Kingsview Village, 
Weston, Ont. 

Foster, Victor 

71 Westhampton Dr., 
Kingsview Village, Ont. 
Fraser, Alexander F. 


Box 246, 
Marmora, Ont. 


Alex F. Fraser, Exec. for the Estate 


of Miss Anna W. Fraser 


P.O. Box 246, 
Marmora, Ont. 


Fraser, Dr. James E. 
Port Elgin, Ont. 


Fraser, William K. 
62 Rykert Cres., 
Toronto 17, Ont. 


Freele, Mr. Bill O. 
c/o Cuddy Hardware, 
Front St.; \ Box? 95, 
Strathroy, Ont. 


Fry, Kenneth 
12-14 St. Catharine St., 
St. Thomas, Ont. 


Fuller, Ralph T. 
No. 3 Douglas Drive, 
Toronto 5, Ont. 


87 


50 


200 


200 


200 


100 


100 


100 


100 


100 


100 


200 


100 


200 


100 


1000 


88 STANDING COMMITTEE — 


Fuller, Mrs. Reta 
3 Douglas Drive, 
Toronto 5, Ont. 


Furness, Miss Jane 
110 Cheltenham Ave., 
Toronto, Ont. 


Gallagher, Thomas 
27 Fairmar Ave., 
Toronto 18, Ont. 


Galonski, Mr. Anton M. 
750 Rosedale Ave., 
Sarnia, Ont. 


Galonski, Mrs. Ruth 
750 Rosedale Ave., 
Sarnia, Ont. 


Garfield, Harold William 
125 Ferris Road, 
Toronto 16, (Ont.) 


Garlick, Fred 
22 Prospect Street, 
Guelph, Ont. 


Garlick, Ross 
c/o Walker’s Cloverdale Mall, 
Etobicoke, Ont. 


Garnett, Miss Elizabeth C. 
220 Eglinton Ave. East., Apt. 102; 
Toronto 12, Ont. 


Garrett, James W. 
Need Seen 
Stouffville, Ont. 


Garton, Mrs. Phyllis M. 
315 Willard Ave., 
Toronto 9, Ont. 


Gaskon, Henry G. 
1 Duplex Cresc., 
Toronto, Ont. 


Gaviller, Dr. Eldwin 
767 Second Ave. W., 
Owen Sound, Ont. 


Gavin, Ralph 
30 Grove Street East 
Barrie, Ont. 


Geddes, Homer D. 
312—10th Street 
Hanover, Ont. 


George, John D. In Trust 
350 North Chistina Street 
Sarnia, Ont. 


Gerhard, Mrs. Mary 
182 Eagle St., 
Delhi, Ont. 


Gerring, William J. 
257 Erskine Ave., 
Toronto 12, Ont. 


1000 


50 


100 


50 


100 


50 


300 


100 


100 


400 


200 


100 


25 


200 


100 


100 


50 


100 


Glad, John G. 50 
283 Old Orchard Grove 
Toronto 12, Ont. 


Glenny, John Russell 1,500 
150 Islington Ave., N., 
Islington, Ont. 


Goldman, Kurt 100 
Meaford, Ont. 
Goodfellow, Vernon C. : 100 


05 King Forest Drive 
Hamilton, Ont. 


Gora, Mrs. Mary 750 
21 Crestwood Place 
Guelph, Ont. 


Gora, Mrs. Mary in Trust 250. 
21Crestwood Place 
Guelph, Ont. 


Gordon, Jack A. 100 
Cannington, Ont. 


Gosskie, Joseph E. 150 
259 Dunwoody Drive 
Oakville, Ont. 


Graham, Harold S. 500 
Box 269 

Port Stanley, Ont. 

Grant, Jack 200 


12 Collingwood Street 
Kingston, Ont. 


Grant, Mrs Marjorie 200 
52 Wellington St., 
Aylmer, Ont. 


Grant, Peter Macb. a0 


25 Rumbsey Road, 
Horonto: 72 Ont. 


Gray, Charles 50 
alee? 

Port Lambton, Ont. 

Gray, Mrs. Sarah F. 200 


396 Markham Street 
Toronto 4, Ont. 


Greenfield, Mrs. Ferne 100 
40 Fulton Street 
Brantford, Ont. 


Greenfield, Harry F. 65 
40 Fulton Street 
Brantford, Ont. 


Gregory, Mr. Courtney G. 100 
1 Shaver Court 
Islington, Ont. 


Greene, Harry A. 100 
127 Brooklawn Ave., 
Scarborough, Ont. 


Griffiths, Oriel 300 
141 George Street 
Belleville, Ont. 


a4 - 2 
thot 


Grigg, J. V. 


Orangeville, Ont. 


? Grindley, Frank H. 


231 Glenwood Crescent 
Oshawa, Ont. 


Hagey, Mrs. Ardell 
112 Dufferin Ave., 
Brantford, Ont. 


Hagey, H. Louis 
148 Dalhousie St., 
Brantford, Ont. 


Hain, John 
130 Stath Ave., 
Toronto 18, Ont. 


Hall, George 
15 Decarie Circle 
Islington, Ont. 


Hall, Dr. Graham W. 
450 Central Ave., 
London, Ont. 


Hall, James 
oe. INO.. 1 
Galt, Ont. 


Hall, Mrs. Pearl 
P.O. Box 209 
Strathroy, Ont. 


Hamilton, Mrs. Gladys B. 
1201 Richmond St., Apt. 509 
London, Ont. 


Hamilton, Frank 
Glen Huron, Ont. 


Hamilton, Russel J. 
1201 Richmond St., Apt. 509 
London, Ont. 


Hamilton, William C. 
39 Winlock Park 
Willowdale, Ont. 


Hammond, Miss Elizabeth E. 


Apt. 734, Kensington Towers 
21 Dale Ave., 
Toronto 5, Ont. 


Hammond, Mrs. Emily L. 
19 Blossie St., 
Brantford, Ont. 


Harding, Frank C. 
Woolworth Co. Ltd. 
180 Yonge St., 


‘Toronto 1, Ont. 


Harker, James R. 
253 Queensway Dr., 
Simcoe, Ont. 


Harshaw, Archibald 
79 Rosemount Crescent 
Westmount, P.Q. 


300 


300 


300 


200 


200 


30 


100 


100 


100 


50 


50 


50 


100 


100 


30 


200 


200 


500 


- BANKING AND COMMERCE 


Hartleib, Harry D. 


572 Cheapside St., 


London, Ont. 


Harvie, Dalton B. 
93 John Street 
Thornhill, Ont. 


Harvie, John D. 
102 Dunvegan Rd., 
Toronto 7, Ont. 


Haskett, Charles Pacey 
382 Ridout St. N., 
London, Ont. 


Hassard, Mrs. Mary Anne 
c/o Stevens Hassard & Elliott 


1245 Bloor St. W., 
Toronto 4, Ont. 


Hassard, Richard J. 
199 Parkside Dr., 
Toronto 3, Ont. 


Hawkins, Roland S. 
660 Glengrove Ave. W., 
Toronto 19, Ont. 


Hayhoe, J. Boyce 
Pine Grove, Ont. 


Hazlett, Mrs. Sarah D. 
3 Machockie Road 
Toronto 6, Ont. 


Helwig, Professor Carl E. 


89 Woodlawn Ave. West 
Toronto 7, Ont. 


Henderson, James M. 
83 Blythwood Rd., 
Toronto 12, Ont. 


Hennessey, Mrs. Violet 
35 Fulton Ave., 
Toronto 6, Ont. 


Hennings, Thomas 
53 Park Ave., 
Brantford, Ont. 


Henwood, Leslie G. 
80 Carrick Ave., Apt. 5 
Hamilton, Ont. 


Heron, James F. 


145 St. George St., Apt. 1211 


Toronto, Ont. 


Hersh, Cyril 
201 Hillhurst Blvd., 
Toronto 12, Ont. 


Hickling, Mrs. Jean 
Box 189 
Delhi, Ont. 


Hillier, Mrs. Janet 
Rak Nat 
Sarnia, Ont. 


89 


100 


300 


100 


100 


150 


522 


190 


150 


200 


200 


20 


100 


50 


200 


100 


200 


50 


100 


90 


Hislop, Donald B. 
1691 Lakeshore Rd., 
Sarnia, Ont. 


Hobson, George and Hobson, 
Eleanor 


STANDING COMMITTEE 


50 


Mrs. 
100 


as joint tenants and not as tenants 


in common 
1645 Cadillac 
Detroit 4, Mich. 


Hodgson, Mrs. Vera 
161 East Ave., 
Brantford, Ont. 


Haldenby, Eric W. 
Mathers & Haldenby 
10st. Mary Street 
Toronto 5, Ont. 


Hollend, Martin 
Box 461 
Lakefield, Ont. 


Holmes, Mrs. Agnes C. 
538 Broadway Ave., 
Toronto 18, Ont. 


Holmes, Bernard A. 
1390 Islington Ave. North 
Rexdale, Ont. 


Honegger, H. E. 
55 Stuart Ave., 
Willowdale, Ont. 


Hooper, Miss Jeane L. 
c/o Canada Trust Co., 
Huron Erie Bldg., 
Dundas St., 

London, Ont. 


Hughes, Miss Eleanor 
50 Nina Ave., 
Toronto 10, Ont. 


Hunter, Mr. E. Norval 

The K.V.P. Co. Ltd., Ste. 320 
48 Yonge St., 

Toronto, Ont. 


Hutcheson, Frank W. 
Huntsville, Ont. 


Hyatt, Mrs. Marjorie J. 
PLO Box 554 
Petrolia, Ont. 


Hyde, Frank A., 
233 Creek St., 
Wallaceburge, Ont. 


Hymus, Ernest G., 
32 St. Cuthberts Road, 
Moronto -i% Ont. 


Infuso, Lloyd 
50 Braywin Drive 
Weston, Ont. 


Irving, Henry 
9 West Cove 
Galt, Ont. 


100 


100 


50 


1575 


15 


50 


50 


100 


200 


500 


25 


100 


100 


235 


25 


Jamison, Mrs. Norah Koy 
Apt. 3, 16 Yonge Blvd., . 


Toronto, 12, Ont. 


Jarjour, Wilfrid 
2842 Bloor St. W., 
Toronto 18, Ont. 


Jenkins, George C. 
Eden, Ont. 


PRAY. ote Joon 
100 Stratford Cres., 
Toronto 12, Ont. 


Johns, Mrs. Kathleen 
77 Inniswood Dr., 
Scarborough, Ont. 


Johnson, A. Hamilton 
4 Denison St., 
Stratford, Ont. 


Johnson, Edgar U. 
318 Glen Road 
Toronto 5, Ont. 


Johnson, Mrs. Jane 
30 Gwendolyn Ave., 
Toronto, Ont. 


Johnson, John B. 

c/o Bernard Cairns Ltd. 
134 Richmond West 
Toronto, Ont. 


Johnston, Edward 
c/o Cuddy Hardware 
Strathroy, Ont. 


Johnson, Dr. J. Gordon 
29 Marmora St., 
Trenton, Ont. 


Jones, Mrs. Gladys M. 
103 Eldomar Ave., 
Brampton, Ont. 


Kaplan, Mrs. Estherelke 
580 Christie Street 
Toronto, Ont. 


Keeler, Mrs. Grace L. 
RR. Nov bd 
Carrying Place, Ont. 


Kelly, Howard 
35 Wellington Street 
Kingston, Ont. 


Kennedy, Alexander M. 


Room 1200, Nat. Trust Bldg., 


7 King St. E. 
Toronto 1, Ont. 


Kenyon, Thomas 


72 Durant St. Toronto; Ont. 


Kerr, Miss Mavis 
R.R. No. 2 
Dresden, Ont. 
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100 


100 
100 
400 
200 
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100 


100 


200 


100 


60 


100 


1,000 


50 


1,882 


100 
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Louis Kesten 
48 De Quincy Blvd., 
Downsview, Ont. 


Kightley, James A. 
1262 York St., 
London, Ont. 


Kightley, Paul F. 

c/o Kighley Auto Electric Ltd., 
126 York St., 

London, Ont. 


Kitchen, George H. 
150 Wibleton Rad., 
Islington, Ont. 


Kukovica, Andrew 
66 Station Rd., Apt. 7 
Toronto, Ont. 


Kukovica, Mrs. Maria 
202 Grove St., 
Guelph, Ont. 


Kukovica, Mr. Teja 
66 Station Rr., Apt No. 7 
Toronto 14, Ont. 


Kunitomo, Tak 
8 Dante Road 
Toronto 15, Ont. 


Kyle, Dr. Paul R. 
283 David St., 
Sudbury, Ont. 


Laarz, Elmer J. 
Box 294 
Ingersoll, Ont. 


Laidlaw, G. Wallace 
R.R. No. 7 
London, Ont. 


Laidley, Clifford M. 
58 Kent St. W., 
Lindsay, Ont. 


Laird, Mrs. V. Pearl 
13 Erie Ave., 
London, Ont. 


Lamb, Max 
202 Rosedale Heights Drive 
Toronto 5, Ont. 


Lamont, J. Leslie 
P.O. Box 249 
Kincardine, Ont. 


Landau, Mrs. Nettie 
915 Chaplin Crescent, Apt. 711 
Toronto 12, Ont. 


Lang, C. Whintney 
200 Divadale Drive 
Toronto 17, Ont. 


Lang, John 
90 King St. W., Ste 910 
Toronto, Ont. 

20531—4 


100 


200 


200 


100 


100 


100 


100 


100 


200 


50 


200 


50 


100 


200 


100 


200 


100 


150 


Lane Basil L. 100 
c/o Easy Washing Machine Co., 

Shell & Maranda Sts., 

Toronto 10, Ont. 


Large, W. J. 100 
412 Mt. Pleasant Road 
Toronto 7, Ont. 


Larson, Eric V. 25 
74 Airdrie Road 
Toronto 17, Ont. 


Lashley, Homer, 50 
156 Thames St., N. 
Ingersoll, Ont. 


Laughlin, Mrs. Gladys E. 100 
193 Golfdale Rd., 
Toronto 12, Ont. 


Layzell, William H. 150 
Apt. 502, 3541 Yonge St., 
Toronto 12, Ont. 


Lazarus, Mrs. E. Irene 25 
16 Martin Cresc., 
Toronto 7, Ont. 


Lea, Geoffrey 100 
35 Northumberland St., 
Toronto 4, Ont. 


Leahy, Dr. Phillip J., 50 
Teeswater, Ont. 
Lee, Mr. J. Douglas 200 


309 King St. W., 
Kingston, Ont. 


Lee, Mrs. Norma M. 7 
33 Knighton Dr., 
Toronto 16, Ont. 


Lees, Hyman 500 
106 Longwood Rd., S. 
Hamilton, Ont. 


Lennox, Mr. George B. 100 
1060 Oxford St., 

London, Ont. 

Lennox, John H. 100 


161° Front St., 
Belleville, Ont. 


Leprich, Carl 100 
172 Richard Clark Dr., 
Downsview, Ont. 


Levy, Benjamin 500 
1400 Weston Rad., 
Toronto 15, Ont. 


Lichter, Symon 100 
59 Baycrest Ave., 
Toronto 19, Ont. 


Lister, Cyril A. 50 
11 Parkman Place, 
Westmount 6, P.Q. 
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Lloyd, Hugh M. 
66 Queenston St., 
Winnipeg 9, Man. 


Lloyd, Mrs. Mary L. 
17 Lascelles Blvd., Apt. 208 
Toronto 7, Ont. 


Lobsinger, William J. 
Jackson St., 
Walkerton, Ont. 


Lockwood, Dr. Charles A. 
Glencoe, Ont. 


Lorenson, Mrs. Ruth M. 
Box 177 
Marmora, Ont. 


Loucks, Mrs. Dorothy J. 
Chesley, Ont. 


Loucks, Joseph A. 
1379 Londonderry Blvd., 
Port Credit, Ont. 


Lucchetta, Frank 
69 Burr Ave., North York 
Toronto, Ont. 


Ludlow, Mrs. Rita 
119 Parkview Ave., 
Willowdale, Ont. 


Lundy, Robert 
22 Colwood Rd., 
Islington, Ont. 


Lyon, John D. 
179 College St., 
Kingston, Ont. 


MacDonald, Donald S. 
16 Summerhill Gdns., 
Toronto, Ont. 


MacDonald, Dr. Earle M. 
197 Charles Street 
Belleville, Ont. 


MacDonald, J. Willard 
2479 “A” Bloor St. W. 
Toronto 1, Ont. 


MacDonald, Philip B. 
68 Delhi Ave., 
Toronto, Ont. 


MacFarlane, Mrs. Lilyan 
26 Woodland A Cres., 
Belleville, Ont. 


MacFarlane, Mr. Phyllis E. 
17 Lichen Place, 
Don Mills, Ont. 


MacKendrick, Mrs. Annie E. 
1306 Lake Shore E., 
Oakville, Ont. 


MacLaren, William J. 
Wynnwood Road 


STANDING COMMITTEE _ 


100 
100 
100 
100 


100 


50 


600 


200 


100 


50 


100 


100 


200 


200 


100 


100 


200 


200 


Greenwick, Connecticut U.S.A. 


MacNab, John M. 
24 Classic Ave., 


‘Toronto 5,: Ont: 


MacVicar, Wilfred G., 
Strathroy, Ont. 


Malcolm, Carl J. 
14 Breadner Drive 
Weston, Ont. 


Malloy, Fred C. 


c/o Bank of Nova Scotia 


Savings Acc. No. 4067 
Oshawa, Ont. 


Mandell, Mrs. Frances 


52 Timberlade Drive, 
Downsview, Ont. 


Marchand, Mr. Eugene J. 
R.R. No. 1, St. Clair Shores 


Belle River, Ont. 


Marcus, Harold 
R.R. No. 4, 
Bothwell, Ont. 


Mark, Howard 5S. 
257 Dawlish Ave., 
Toronto 12, Ont. 


Markshall, Arthur S. 
Box 317, 


Fonthill, Ont. 


Martin, William A. 
55 Gardenvale Rd., 
Toronto 18, Ont. 


Mascioli, Mr. Guy 
150 Kingsmount Blvd., 
Sudbury, Ont. 


Maslink, Mr. William 
LTE LONG ioas hon 
Thorold, Ont. 


Matta, Mr. Virgil E. 
918 Parent Ave., 
Windsor, Ont. 


Mervin, Alexander S. 
1759 Byng Ave., 
Niagara Falls, Ont. 


Metcalfe, Mrs. Lillian M., 


Oil Springs, Ont. 
Metivier, Ralph 


248 The Kingsway North, 


Islington, Ont. 


Middleton, William H. 
Unionville, Ont. 


Milfod, Benjamin 
347 Royal York Road, 
Toronto 18, Ont. 


Milks, William J. 
322 Brooke Ave., 
Toronto, Ont. 
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100 


200 


60 


100 


200 


200 


50 


105 


100 


50 


100 


100 
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300 


500 


50 


25 
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Miller, Ronald C. 
Box 509, 173 John St., 
Napanee, Ont. 


Mills, Derek W., 
5 Maryvale Cres., 
Thornhill, Ont. 


Milne, Donald A. 
Kincardine, Ont. 


Miskimmin, David 
16 Glen Ames Ave., 
Seronto. 13," Ont, 


Mitchell, Mrs. Dorothy 
194 Dufferin Ave., 
Brantford, Ont. 


Mitchell, John S., 
286 Coleman Street 
Belleville, Ont. 


Moffatt, J. Hiram 
Watford, Ont. 


Mollard, Mrs. Dorothy J. 
11 Kings Lynn Rad., 
Toronto 18, Ont. 


Mollard, William A. 
28 Bennington Heights Dr., 
Toronto, Ont. 


Mollard, William J. 
11 Kings Lynn Rad., 
Toronto 18, Ont. 


Monette, Miss Jean 
876 Broadview Ave., 
' Toronto, Ont. 


Montgomery, J. Hector 
1053 Cannon Street East 
Hamilton, Ont. 


Mooney, Michael J. 
224 Sloane Ave., 
Toronto 16, Ont. 


Moore, Ralph R., 
Norwich, Ont. 


Morris, Mrs. Sheila M. 
126 Dinnick Cres., 
Toronto 12, Ont. 


Morrison, Dr. Roy 
2 Paisley Ave., So., 
Hamilton, Ont. 


Morrison, Mrs. Vera V. 
Apt. 506, 6060 Avenue Rd., 
Toronto, Ont. 


Moyle, Joseph R. 
87 St. George St., 
Brantford, Ont. 


Muller, Charles, 

24 Westmount Road, 

Guelph, Ont. 
20531—43 
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100 


50 


100 


200 


25 


100 


100 


1,320 


1,575 


3,633 


150 


500 


315 


200 


400 


100 


100 


25 


10 


Muller, Donald, 
545 Eramosa Road, 
Guelph, Ont. 


Munn, Harold, 
3 Beckwith St., West 
Perth, Ont. 


Munro, Mrs. Vivian A. 
68 Howland Ave., 
Toronto 4, Ont. 


Murdoch, William J. 


Canada Permanent Mortgage Co., 


47 James St., S., 
Hamilton, Ont. 


Murphy, Mr. Henry A. 
656 University St. W. 
Windsor, Ont. 


McCarthy, Lorne E. 
R.R. No. 6 
Brampton, Ont. 


McClure, Mr. Ivie S. 
R.R. No. 6 
Brantford, Ont. 


McConaghy, Frank P. 
20 Bedford Park Ave., 
Richmond Hill, Ont. 


McConaghy, Mrs. Lavada M. 
20 Bedford Park Ave., 
Richmond Hill, Ont. 


McConkey, Oswald M. 
R.R. No. 2, 
Elora, Ont. 


McConnell, Elmer K. 
R.R. No. 1, 
Delhi, Ont. 


McCormack, Mrs. Margaret I. 
149 Inglewood Dr., 
Toronto, Ont. 


McCready, Mrs. Elizabeth Jane 
28 Bennington Heights Dr., 
Toronto, Ont. 


McCrimmon, John S. G. 
26 Anglesey Boulevard 
Islington, Ont. 


McCullough, Dr. David W. 
96 Larch St., Suite 206 
Sudbury, Ont. 


McCullough, Dr. John F. 
260 Cedar St., 
Sudbury, Ont. 


McDermid, Dr. Elsie M. (Miss) 
508 William Street 
London, Ont. 


McDowell, Chester C 
R.R. No. 3 
Milton, Ont. 
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100 


125 


50 


100 


25 


200 


50 


50 


250 


100 


900 
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100 


100 


100 


50 


250 
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McEwan, Thomas A. 
21 Dormie Lane, 
Guelph, Ont. 


McFadden, Harold W. 
1 Lake Cres., 
Toronto 14, Ont. 


McGillivray, Dr. Douglas A. 
oe Dundas. St., 
Wallaceburg, Ont. 


McGuigan, Miss Veronica 
87 Withrow Ave., 
Toronto 6, Ont. 


MclIlmoyd, Clarence 
20 Bunty Lane, 
Willowdale, Ont. 


McInnis, John H. 
588 Hurontario Street, 
Collingwood, Ont. 


McIntyre, Ronald 
489 Rouge Hill Drive 
West Hill, Ont. 


McKee, James A. 
640 Roselawn Ave., 
Toronto 12, Ont. 


McKee, Mr. Raymond 
314 Griffith Street 
London, Ont. 


McKee, William J. 
Apt. 504, 915 Midland Ave., 
Scarborough, Ont. 


McKenzie, Kenneth H. 
21 Wellington St., W. 
Barrie, Ont. 


McKergow, F. Chester, 
227 Ledbury Ave., 
Toronto 12, Ont. 


McMillan, Miss Jessie, 
521 The Kingsway 
Islington, Ont. 


McMurtry, Mrs. Joan M., 
Wo5.Gannon  st,. I6., 
Hamilton, Ont. 


McNeil, Stanley R., 
64 Pine St., 
Woodbridge, Ont. 


Needham, John E., 
41 Donaree Dr., 
Don Mills, Ont. 


Nelles, Malcolm S., 
156. Main St, E., 
Grimsby, Ont. 


Niblett, George S., 
8 Valleyanna Drive, 
Toronto 12, Ont. 
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200 


50 


50 
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100 


100 


50 


880 


100 


100 


100 


100 


100 


100 


25 


100 


300 


1,000 


Nikiforuk, Mrs. Hellena, 
802 Colborne St., 
Brantford, Ont. 


Nikiforuk, John, 
802 Colborne St., 
Brantford, Ont. 


Nishimura, Mr. Kazumi, 
136 Beatrice Street, 
Toronto 13, Ont 


O’Brecht, Miss Sharon, 
28 George Street, Apt. 1, 
Toronto 14, Ont. 


Oelbaum, Mrs. Ethel, 
46 Old Forest Hill Rd., 
Toronto 7, Ont. 


Okuno, Mr. Matthew S., 
136 Beatrice St., 
Toronto 3, Ont. 


Okuno, Mrs. Polly, 
136 Beatrice St., 
Torontove,: Onc 


Olds, Mr. Percy, 
532 Michigan Ave., 
Sarnia, Ont, 


O’Neill, Clarence Francis, 
14 Burton Rd., 

Forest Hill Village, 
Toronto 10, Ont. 


Orr, Mr. E. Royden, 
35 Eaglewood Blvd., 
Port Credit, Ont. 


Ovens, Samuel, 
72 Alexis Blvd., 
Downsview, Ont. 


Parker, Harvey W.., 
Listowel, Ont. 


Pascoe, Mrs. Sandra M., 
95 Parkside Drive, 
Brantford, Ont. 


Paterson, Mrs. Daphne H., 
Box 300, 
Trenton, Ont. 


Patterson, Dr. Donald M., 
286 King St. W., 
Chatham, Ont. 


Patterson, Mr. John B., 
78 Cardiff Road, 
Toronto 12, Ont. 


Patterson, Launcelot O., 
Hew Osso 
Wallaceburg, Ont. 


Payne, Arthur J., 
405 South Vidal St., 
Sarnia, Ont. 


¥ Of ee Re 
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100 
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150 


50 


50 


200 


50 


50 


6,500 


50 
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200 
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Payne, Mrs. Mary Emma, 
_ 824 London Road, 
Sarnia, Ont. 


Pearson, Chester R., 
19 Eleventh Street, 
Toronto 14, Ont. 


Pearson, Harvey C., 
395 Old Orchard Grove, 
Toronto 12, Ont. 


~Pember, Dr. Frank R., 
Box 340, 
Colborne, Ont. 


Pember, Mrs. Marion E., 
Box 340, 
Colborne, Ont. 


Pentland, W. Lawrence 
Pt), pox 63 
Sarnia, Ont. 


Perille, Veronica 
8 Emery Circle, 
Weston, Ont. 


Pepall, Robert L. 
217 Lonsdale Road 
Toronto 7, Ont. 


Phillips, R. Darrell 
31 Larkin Ave., 
Toronto 3, Ont. 


Phillips, Mr. Leonard E. 
595 Hendrick St., Apt. 205 
Toronto 4, Ont. 


Phillips, Mrs. Lillian 
55 Hendrick St., Apt 205 
Toronto 4, Ont. 


Phillips, Mr. William T. 
American Optical Co. Ltd. 
Box 175 

Peterborough, Ont. 


Pitt, Stanley 
1093 Valley Way 
Niagara Falls, Ont. 


Plant, Mrs. Thelma Dorothea 
o Brian Cliff. -Dr., 
Don Mills, Ont. 


Plowman, Mr. Herbert G. 
84 Prince George Dr., 
Toronto 18, Ont. 


Pollitt, Stanley 
1408 Londenderry Blvd., 
Port] Credit. ..Ont: 


Pollock, Dr. Allan D. 
117-10th Street West 
Owen Sound, Ont. 


Pollock, Norton Grant 
Box 433 
Parkhill, Ont. 


100 
100 
100 
100 

50 
100 

50 
100 
300 
100 
100 


100 


100 
100 
100 
200 
500 


50 


Poupore, Robert D. 

c/o National Trust Company 
Limited 

Trust Department 

21 King St. E., 

Toronto, Ont. 


Powers, Mr. Rowan E. 
Sarco Canada Ltd., 
611 Gerrard St. E., 
Toronto 8, Ont. 


Pringle, Mrs. Ethel M. 
1023 Royal York Road 
Toronto 18, Ont. 


Proter, Dr. John F. 
4 Strathearn Blvd. 
Toronto 10, Ont. 


Puskas, Miss Elizabeth J. 
1262 Simcoe St., S. 
Oshawa, Ont. 


Pynn, John L. 
7 Brian Ave., 
Scarborough, Ont. 


Quant, Mr. Leslie W. 
80 Wharncliffe Rd., S., 
London, Ont. 


Quickert, Arthur E. 
435 Bridge St. E. 
Belleville, Ont. 


Quinlan, Thomas P. Jr. 
541 James St., 
Wallaceburg, Ont. 


Rae, G. L. Boyd 
17 Ivylea Cres., 
Toronto 18, Ont. 


Raffaghello, Mrs. Margaret 
30 Winnipeg Road 
Weston, Ont. 


Rathbun, J. Grant 

c/o Rathbun Bus Service Ltd., 
148 Victoria Ave., 

Toronto, Ont. 


Rawlinson, Mrs. Shirley M. 
37 Old Colony Road 
Willowdale, Ont. 


Reid, Mr. W. T. Craig 
20 Chipper Court 
Georgetown, Ont. 


Read, Mr. Kenneth 
Bobcaygeon, Ont. 


Reid, Miss Evelyn C. 
t, Chureh ‘Stz 
Brantford, Ont. 


Reid, Mrs. Hendrina M. 
23 Lescelles Blvd., Apt. 808, 
TOTontoe vie it 
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200 


100 


50 
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Reiter, Mr. Rudy H. 
159 Beechwood Cres., 
Newmarket, Ont. 


Reynolds, Mr. George B. 
96 Lankin Blvd., 
Toronto, Ont. 


Reynolds, Mr. Russell 
160 Humbervale Blvd., 
Toronto 18, Ont. 


Richards, C. Harold 
37 Killdeer Crescent, 
Toronto 17, Ont. 


Rivers, Stanley F. 
137 Hillhurst Blvd., 
Toronto 12, Ont. 


Robertson, Mr. Donald L. 
c/o Bank of Montreal, 
Grand Bend, Ont. 


Robinette, Thomas W. 
306 Inglewood Dr., 
Toronto, Ont. 


Robinson, Bertrand 
c/o Room 1715, 44 Victoria St., 
Toronto 1, Ont. 


Robinson, Dr. Sanmuel S. 
301 Brock Street, 
Kingston, Ont. 


Robinson, Mrs. Vera 
Apt. 501, 80 Scott St., 
Brampton, Ont. 


Robson, Mrs. Barbara 
50 Esgore Dr., 
Toronto 12, Ont. 


Robson, Mr. Morris W. 
1234 Dupont St., 
Toronto 4, Ont. 


Roesener, Mr. Werner F. 
67 Jasper Drive, 
Aurora, Ont. 


Rogers, L. Joslyn 
110 Garfield Ave., 
Toronto 7, Ont. 


Rose, Arnold 
90 Erie Ave., 
Brantford, Ont. 


Ross, Mr. Alvin H. 
50 Oxbow Road, 
Willowdale, Ont. 


Ross, Donald H. 
107 Citation Drive, 
Willowdale, Ont. 


Ross, John St. C. 
1651 Dominion St., 
Sherbrooke, Que. 


15 


100 


200 


100 


50 


200 


225 


200 


500 


100 


200 


100 


50 


300 


10 


125 


1,000 


100 


Roth, Mrs. Beryl C. 100 
84 Wigmore Drive, 
Toronto 16, Ont. 


Rowat, Ross 50 
c/o Co-Operators Insurance 
Association, 
150—9th St. W., 
Owen Sound, Ont. 


Rowe, Austin : 90 
c/o Rowe Dairies, 

489 St. Patrick W., 

Fergus, Ont. 


Rowe, Ronald T. 30 
41 Pepler Ave., 
Toronto 6, Ont. 


Rudlen, Miss Florence M. 100 
7 Rose Ave., 

Toronto 12, Ont. 

Rumble, Mr. Allan 50 


89 Arnold St., 
Richmond Hill, Ont. 


Ruble, Mrs. Eugenia G. 200 
Executrix Estate of George Rumble, 
c/o National Trust Co. Ltd. 
Trust Dept., 
21 King St. East, 
Toronto 1, Ont. 


Rumble, Mrs. E. Grace 100 
96 St. Leonard’s Ave., 
Toronto 12, Ont. 


Rupert, Alexander 100 
Tweed, Ont. 


Russell, Mrs. Ada G. 50 
c/o L. W. Doncaster, 

RiRewNoy 2, 

Streetsville, Ont. 


Samuel, David 200 
Suite 801, 62 Richmond St. W., 
Toronto, Ont. 


Sanderson, C. Herbert 100 
47 Centre St. E., 
Richmond Hill, Ont. 


Scarfone, Dr. Joseph D. 200 | 


1310 Ouellette Ave., 
Windsor, Ont. 


Schacter, Harry W. 500 
56 Thorncliffe Park Drive, 
Toronto 17, Ont. 


Schafer, Matthew 550 
2176 Cathcart Blvd., 
Sarnia, Ont. 


Schatz, Edwin 100 
9 Kingsway Dr., 
Hamilton, Ont. 


: 
. 


_ Schnarr, ‘Mrs. Faith E. 
30 Springbrook Gardens, 
Toronto 18, Ont. 


Scott, W. Bruce 
148 Donegal Drive, 
Leaside, Ont. 


Scott, Frank 
Lucan, Ont. 


Scott, Dr. John A. L. 
45 Mont St. 
Guelph, Ont. 


Scully, James Kevin 
28 Aberdeen Ave., 
Hamilton, Ont. 


Sgarlata, Mrs. Jean Helen 
14 Twyford Rd., 
Islington, Ont. 


Shaffer, Mr. Eldon A. 
40 Hillcroft Dr., 
Kingston, Ont. 


Sharp, Miss Elizabeth W. 
2 Glen Elm Ave., Apt. 24, 
Toronto 7, Ont. 


Sheahan, Mrs. Alyce 
98 Silverbirch Ave., 
Toronto 13, Ont. 


Shiozaki, David Fumiaki 
3 Averill Crescent, 
Willowdale, Ont. 


Showell, Miss Elizabeth 
298—2nd Avenue East, 
Owen Sound, Ont. 


Shultis, Perceil A. 
61 Dalhousie St., 
Brantford, Ont. 


Siegel, Dr. E. J. 
345 Bloor St. West, 
Toronto 5, Ont. 


Simmons, Mr. Archie H. 
Wilton, Ont. 


Simmons, Francis J. 
15 Holborn St., 
Brantford, Ont. 


Simonett, John 
Sharbot Lake, Ont. 


Robert E. Simpson 
17 Queen St. E. Suite 340 
Toronto 1, Ont. 


Skinner, Grant 
264 Margaret Ave., 
Wallaceburg, Ont. 


Skinner, Thomas C. 
1 Evans Ave., 
Toronto 9, Ont. 
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100 Smale, John 


c/o Victoria & Gray Trust Com- 


pany 
500 Lindsay, Ont. 


Small, Mr. Howard . 


c/o Guelph Paper Box Co. 


10 69 Huron St., 
‘ Guelph, Ont. 


200 ‘Smith, Albert J. 
c/o G. R. McBride 
372 Bay Street, 
Toronto 1, Ont. 


Smith, Chauncey 
Box 84, 
Tillsonburg, Ont. 


Smith, E. Donald 
386 Talbot St., 
St. Thomas, Ont. 


Smith, Mrs. Dorothy M. 
14 Glenaden Ave., West 
Toronto 18, Ont. 


Smith, Miss Edith F. 
512 St. George St., 
London, Ont. 


Ross, A. Smith 
50 Arthur St. N. 
Guelph, Ont. 


Smith, Mrs. Ruth D. 
c/o Chester H. Smith 
386 Talbot St., 

St. Thomas, Ont. 


Smither, Mrs. Gladys 
75 Thorncrest Road 
Islington, Ont. 


50 
100 
150 
100 

25 


100 


100 


Snelgrove, Ralph T. 
23 Theresa St., 
60 Barrie, Ont. 


Sparling, Dr. Ivan R. 
R. R. No. 6 
100 Brampton, Ont. 


Sparrow, D. Harold 
100 18 Lowrey St. S., 
Galt, Ont. 


Springett, Gordon D. 
500 526 Bellamy Rd., 
Scarborough, Ont. 


Sprowl, Percy A. 
200 King St., 
Burford, Ont. 


Stafford, John H. 

100 = ¢/o Stafford Foods Ltd., 
37 Hanna Ave., 
Toronto 3, Ont. 


25 Stanbury, Edwin T. 
1 Waterfield Drive 
Scarborough, Ont. 
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300 


200 
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650 


100 


50 


100 


500 


100 


600 


100 


100 


300 


200 


1,000 


25 
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Standfield, Mrs. Mary 
323 Belsize Drive 
Toronto 17, Ont. 


Staples, Dr. Thomas E. 
307—Tenth Street 
Hanover, Ont. 


Steel, Alexander S. 


c/o The Borden Company Ltd. 


1275 Lawrence Ave., E. 
Don Mills, Ont. 


Sterling, Mrs. Leta F. 
199 St. Vincent St. 
Sarnia, Ont. 


Sterne, Mrs. Hilda D. 
Apt. No. 7, 88 Charlotte St., 
Brantford, Ont. 


Stevens, Charles 
273 Manor R., East 
Toronto 7, Ont. 


Stevens, Mrs. Noreen M. 
1460 Bayview Ave., Apt. 701, 
Toronto 7, Ont. 


Stevens, Sinclair M. 
1460 Bayview Ave., Apt. 701 
Toronto 7, Ont. 


John W. Stevenson 
P.O. Box 848 
Sarnia, Ont. 


Stevenson, Dr. C. Keith 
Box 187 
Milton, Ont. 


Stewart, James A. 
11 Minnie St., 
Wallaceburg, Ont. 


Stewart, Miss Alberta 
249 St. Clair Ave., West 
Toronto 7, Ont. 


Stinson, Dr. William J. 
V.C. Box 442 
Perth, Ont. 


Stock, Mrs. Helene M. 
District Traffic Office 
Bell Telephone Co., 
London, Ont. 


Stockman, Helmut O. 
R.R. No. 4 
Embro, Ont. 


Stoneman, Bruce A. 
Sombra, Ont. 


Strain, Mrs. Helen M. 
376 St. Clements Ave., 
Toronto 12, Ont. 


William, K. M. Straw 
25 St. Andrews, P.O. Box 481 
Paris, Ont. 


315 


200 


100 


50 


100 


50 


150 


576 


100 


100 


100 


100 


200 


150 


50 


100 


100 


50 


Stuckey, Norman 
64 Bywood Drive 
Islington, Ont. 


Studhome, Allan E. Executor Estate 
of Alice Studhome 

c/o The London Life Insurance 
Company 

170 University Ave., 

Toronto, Ont. 


Mrs. Sullivan Hannah 
Elgin Street 
Arnprior, Ont. 


Mrs. Sullivan Hannah in trust for 
Jane Sullivan 

Elgin Street 

Arnprior, Ont. 


Mrs. Sullivan Hannah in trust for 
Judith Sullivan 

Elgin Street 

Arnprior, Ont. 


Summerhayes, Mrs. Eva R. 
St. George Road, 
Brantford, Ont. 


Sunnen, August 
23 Grand Ave., Chatham, Ont. 


Sutherland Leroy J. 
854 1st. Ave. West 
Owen Sound, Ont. 


Sutter, Mr. Henry 
346 Stewart Dr., 
Sudbury, Ont. 


C. Howard Swayze 
351 Bessborough Drive 
Toronto 17, Ont. 


Tate, Ernest C. 
Box 22 
Guelph, Ont. 


Taylor, Mrs. Adell 
Boxo2o0s 
Madoc, Ont. 


Taylor, Mrs. Bessie H. 
48 Grenoble Dr. Apr. 502, 
Don Mills, Ont. 


Taylor, Hohn M. 
RR Noes 
Collingwood, Ont. 


Taylor, Robert B. 
27 Bradgate Rd., 
Don Mills, Ont. 


Taylor, Roy 
Box 325, 
Madoc, Ont. 


Thomlinson, Mrs. Isobel 
St. Stevens Court Apt. 306F, 
The Kingsway, 

Islington, Ont. 


50 


200 
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100 
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Thompson, Bruce E. 500 
37, McCrae Blvd., 


Guelph, Ont. 


_ Thompson, Mrs. Margaret L, 
199 Lakewood Dr., 
Oakville, Ont. ) 


Thompson, Mr. T. Clive 100 
Box 64, 
Brighton, Ont. 


Thompson, Victor W. 100 
291 Main St. West 
Grimsby, Ont. 


Thorne, Mrs. Gladys 
Box 22 
Bobcaygeon, Ont. 


Thornton, Philip S. 200 
7 Drouin Ave., 
Dollard Des Ormeaux, P.Q. 


Thurston, Melville 50 
Bobcaygeon, Ont. 


Tinning, John W. 100 
71 Jonge Blvd. 
Toronto 12, Ont. 


Toole, Grant W. 500 
c/o Toole & Runions 

123 Woolwich St. 

Guelph, Ont. 


Tremaine, Mrs. Audrey 15 
Janetville, Ont. 


Tronbar & Co., 

c/o Canadian Imperial Bank of 
Commerce, 

King & Victoria Sts. 

Toronto 1 


Trott, William L. 100 
15 Riverhead Drive 
Rexdale, Ont. 


Mrs. Tse, Poon Fook 100 
129 Dundas St. W. 
Toronto, Ont. 


ts bse. Valo. 333 
129 Dundas St. West 
Toronto 2B, Ont. 


Tutt, J. McIntosh 50 
15 Springfield Dr., 
Brantford, Ont. 


Tytler, James 100 
46, Margaret St., 
Hamilton, Ont. 


Dr. Unger, Hella 100 
189 Cameron Ave., 
Willowdale, Ont. 
Valentini, Edward 

25 Manor Hampton Dr., 
Weston Post Office 
Weston, Ont. 


300 


200 


1,500 


300 


Valentini, Emilio 
i165 Cartwright Ave., 
Toronto 19, Ont. 


Vande Velde, Rene 
R.R. No. 6 
Wallaceburg, Ont. 


Van Den Akker, Mrs. Mary 
458 Clare Ave., South 
Welland, Ont. 


Van Koughnet, Miss Minerva A. 
876 Broadview Ave., 
Toronto 6, Ont. 


Veldhuis 
28 A Mont St. 
Guelph, Ont. 


Vincent, Stanley S. 
2 Union St., East 
Waterloo, Ont. 


Vogan, Robert C. 
206 Percival Ave., 
Montreal West, Que. 


Wagern, Dr. G. Anton 
P.P. Box 159, Station “H” 
Montreal, Que. 


Wald, Harry 
712 Eagle Drive 
Burlington, Ont. 


Walker, Gordon S. 
c/o Forst High School, 
Forest, Ont. 


Wambold, Mrs. Edna M. 
629 Hurontario St., 
Collingwood, Ont. 


Warburton, Harold C. 
131 Erindale Avenue, 
Hamilton, Ont. 


Ware, Mrs. Elizabeth M. 


Warner, Mrs. J. Cecelia J., 
27 Delwood Drive, 
Scarborough, Ont. 


Warnica, Dr. John K. 
599 Second Ave., E., 
Owen Sound, Ont. 


Waterous, Charles L. 
36 William St., 
Brantford, Ont. 


Watt, William F. 

Cornell, Mrs. Georgie Executrix 
Estate 

26 Lytton Blvd. 

Toronto 12, Ont. 


Watts, Mrs. Ann D. 
83 Elm Ave., Apt. 114, 
Toronto 5, Ont. 
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225 
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75 
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Watts, Mr. Kenneth, 
83 Elm Ave., Apt. 114, 
Toronto 5, Ont. 


Webb, Miss Esther A. 
701 Eglinton Ave. W. 
Toronto 10, Ont. 


Webb, Mr. Norman E. 

c/o Abco Box Carton Co. Ltd., 
460 York St., 

Guelph, Ont. 


Weese, Frank A. 
41 Nelson Street, 
Wallaceburg, Ont. 


Welch, Dr. Robert H. 
284 St. Clair Ave., West 
Toronto 7, Ont. ‘Personal’ 


Welsman, George G. 
189 Bridle Path 
Don Mills, Ont. 


Wesley, James C. 
Port Lambton, Ont. 


West, Mr. Aubrey 
1 Sprucedale Place, 
Toronto 16, Ont. 


Whitehead, Harry Y. 
Caledonia, Ont. 


Whittaker, John A. 
24 Ridgewood Drive, 
Welland, Ont. 


Wice, Mrs. Helen Jean 
282 Kempenfeldt, 
Barrie, Ont. 


Wigle, Mrs. Jean 
266 Briscoe St., 
London, Ont. 


Wildman, Mr. William N. 
Box 292, 
Woodbridge, Ont. 


Wilkinson, Leonard A., 
1542 Bayview Ave., 
Toronto, Ont. 


Williams, Miss D. Esther 
c/o Toronto Dominion Bank 
1492 Yonge St., 

Toronto 7, Ont. 


Williams, Norman E. 
58 McNairn Ave., 
Toronto 12, Ont. 


Wilson, Angus M. 
42 Albert St. 
Stratford, Ont. 
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180 


200 
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200 


200 
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300 


25 


300 


50 


100 


100 


500 


100 


300 


Wilson, Dr. Angus M. 
11 Denison Ave., 
Stratford, Ont. 


Wilson, Mr. Arthur J. 
Box 256, 
Delhi, Ont. 


Wilson, Mr. Richard B. 
c/o Bank of Nova Scotia, 
602 W. Hastings St. 
Vancouver, B. C. 


Wilson, Dr. Robert I. 
3 Drew Avenue, 
Galt, Ont. 


Windeler, Cyril H. 
c/o Naranda Mines Limited 


1700 Bank of Nova Scotia Bldg. 


Toronto, Ont. 


Wofford, Andrew M. 
5704 - 94 “A” Ave., 
Edmonton, Alta. 


Wong, George 
62, Elm Street, 
Toronto 2, Ont. 


Wood, Mrs. Nancy Marion 
22 Wythenshaw Wood, 
Scarborough, Ont. 


Woodland, Dr. Lawrence A. 
194, Lord Seaton Drive, 
Willowdale, Ont. 


Woodland, Mr. F. A. Leslie, 
4, Hillhurst Blvd., 
Toronto 12, Ont. 


Wynd, Mr. G. Douglas, 
5 Hartfield Court, 
Toronto 18, Ont. 


Yeigns' Eo HH. 
3, Douglas Crescent, 
Toronto 5, Ont. 


Youdan, Mr. John P., 
86, Brock St., 
Kingston, Ont. 


Young, Mr. George, 
Lucan, Ont. 


Young, Mrs. Isobel, 
> Sylvan Crescent, 
Lindsay, Ont. 


Young, Miss Madeline, 
55 Queen Street, 
Belleville, Ont. 
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Ames, A. E. & Co., 
320, Bay Street, 
Toronto, Ont. 


200 


Bansco & Co., 
44, King Street West, 
Toronto, Ont. 


Beatty Oil Limited, 
Box 220, 
Bothwell, Ont. 


Binkley Investments Limited, 
103’ St. John St. S., 
Hamilton, Ont. 


Brools & Co., 

c/o Bank of Montreal, Prudential 
Bldg., 

6 King St. W., 

Toronto, Ont. 


19,200 


300 


500 


100 


Cardiff Construction Co. Limited 
50 King St. W., Apt. 907, 
Toronto 1, Ont. 


J. H. Crang & Co., 50 
40 Adelaide St. W.., 
Toronto, Ont. 


2,446 


F. H. Deacon & Company Limited 55,930 
181 Bay Street, 

Toronto, Ont. 

Deacon Findley Coyne Ltd., 

Decarie Investments Limited, 1,100 


12 Richmond St., E., Ste. 406, 
Toronto 1, Ont. 


Dominion Securities Company, 50 
50 King St. W., 
Toronto 1, Ont. 


Demtor Company 

The Toronto Dominion Bank Bldg., 
King and Yonge Sts., 

Toronto, Ont. 


1,200 


Equitable Brokers Limited, 2,250 
60 Yonge St., 


Toronto, Ont. 


Gateway Theatres & Entertainment 
Coe ith 
attn. Mr. Frank L. Giaschi, c/o 
Capito Theatre, 
Huntsville, Ont. 


Gill Construction Limited, 
Ste. 907, 50 King St. W., 
Toronto, Ont. 


500 


2,226 


Grand National Investments Ltd., 500 
c/o Dunn & Dunn, 
67, Yonge Street, 


Toronto, Ont. 


Hamilton Capital Holdings Limited, 
c/o General Engineering Company, 
100 Adelaide St. W., 

Toronto 1, Ont. 
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Houston & Co., 
335 Bay St., 
Toronto, Ont. 


Jackson McFadyen Securities Ltd., 
11 Adelaide St. West, 
Toronto 1, Ont. 


Jamelynn Holdings Limited, 
250 University Ave., Ste 600, 
Toronto, Ont. 


Kamm, Gerland & Co. Ltd., 
38 King St. W.., 
Toronto, Ont. 


Legibus Investments Ltd., 
32, James St. South, Room 506, 
Hamilton, Ont. 


Lombard & Co., 

c/o Canadian Imperial Bank of 
Commerce, 

Box 4040, Place d’Armes, 

265, St. James Street, West, 

Montreal 1, Que. 


Macron Holdings Limited, 
50 King St. W., Ste 907, 
Toronto, Ont. 


Manleys Limited, 
142, Lichiel St., 
Sarnia, Ont. 


Mildon Hall Investments, 
12 Richmond Street East, Suite 406, 
Toronto, Ont. 


Milner, Spence & Co. Limited, 
112 King Street West, 
Toronto, Ont. 


McLeod, Young Weir & Company 
Ltd., 

50 King St. W., 

Toronto 1, Ont. 


New Alliance Investors Limited, 
12 Richmond St. East, Ste. 406, 
Toronto, Ont. 


Norman Marcus Products Ltd., 
596 King St., W., 
Toronto 2B, Ont. 


Old Canada Investment Company 
Ltd., 

221 King St., 

Attn: Mr. A. E. O’Neill, 

Oshawa, Ont. 


Orlilont Limited, 

c/o Mr. T. G. Beament, 
Fahralloy Canada Limited, 
Orillia, Ont. 


Richardson & Sons, James, 
173 Portage Ave., 
Winnipeg 2, Man. 


101 


900 
550 | 
5,000 
322 
200 


200 


6,144 
100 


500 


50 
500 


200 


200 


1,000 


20 


102 STANDING COMMITTEE 


Robertson Malone & Co. Ltd., 100 
20 Wellington St. W., Fi 
Toronto, Ont. 


Ross Knowles & Co. Ltd., 
105 Adelaide St. West, 
Toronto, Ont. 


Roytor & Co., #1 a/c/, 100 
c/o The Royal Bank of Canada, 

2) King St.. E., 

Toronto, Ont. 

Saugeen Enterprises Limited, 400 
14 Emrick Ave., 

Fort Erie, Ont. 


Stevens Securities Limited, 
48 Yonge Street, 
Toronto, Ont. 


Torbay Company, 400 
bowing Lot: W:; 
Toronto, Ont. 


Turnbull and Cutcliffe Limited, 100 
c/o Jago, Box 533, 
Port Dover, Ont. 


Vidette Investments Limited, 
Attn: A. E. O’Neill, 

221 King St. E., 

Oshawa, Ont. 


Waite, Reid & Co. Ltd., 25 
200. Bay St., 
Toronto, Ont. 


14,225 


5,283 


Waterloo Trust and Savings 


Company 2,000 
T 2241, 
Kitchener, Ont. 
Wills Bickle & Co. Limited, . 100 


44 King St. W., 

Toronto, Ont. 

Wood, Gundy & Company Ltd., 100 
36 King St. West, 

Toronto, Ont. 


B.I.F. COMMON SHAREHOLDERS 


Bansco & Co., 2,500 
44 King St. W., 

Toronto, Ont. 

Bell, W. E. N., 5,000 


130 Inglewood Dr., 
Morontoe 7, Ont. 


Blois, Walter G., 15 
36 Hartfield Rd., 
Islington, Ont. 


Brotherton, Ian D., 1 
537 Donlands Ave., 
Toronto, Ont. 


Bruce, Maxwell, 750 
68 Binscarth Rd., 
Toronto 5, Ont. 


Buck, George A., 3 


115 Dowling Ave., Apt. 303 
Porontors,, Ont. 


3 


Charlebois, Miss Eloise, 
63 Robert St. W., 
Penetanguishene, Ont. 


Charlebois, Miss Mary Ann, 
1460 Bayview Ave., Apt. 104, 
Toronto 17, Ont. 


Charlebois, Mary Beare (Mrs.), 
63 Robert St., 
Penetanguishene, Ont. 


Charlebois, Peter A., 
63 Robert St. W., 
Penetanguishene, Ont. 


Charlebois, Phil A., 
63 Robert St. W., 
Penetanguishene, Ont. 


Colman, Jeremy M., 
97 Post Rd., 
Don Mills, Ont. 


Elliott, Harold H., 
27 Jackson Ave., 
Toronto 18, Ont. 


Findley, John R., 

c/o F. H. Deacon & Co., 
181 Bay St., 

Toronto, Ont. 


Gill Construction Limited, 
Ste. 907, 

50 King St. W., 

Toronto, Ont. 


Gothard, James C., 
813 O’Connor Dr., 
Toronto, Ont. 


Hall, George, 
15 Decarie Circle, 
Islington, Ont. 


Hassard, Richard J., 
Toronto 3, Ont. 


Hawkins, William S., 
46 Lothian Ave., 
Toronto, Ont. 


Inverness Investments Limited, 
48 Yonge Street, 
Toronto, Ont., 


Jamelynn Holdings Limited, 
250 University Ave., Ste 600, 
Toronto, Ont. 


Jennings, Maurice R., 
100 Bidwell Ave., 
Downsview, Ont. 


Jewitt, Donald Arthur, 

c/o F. H. Deacon & Co. Ltd., 
181 “Bay St:, 

Toronto 1, Ont. 


Macron Holdings Limited, 
48 Yonge St., 
Toronto 1, Ont. 


150 


2,226 


9,375 


‘smith, Jeffrey aie 4: * lag 
160° Balmoral Ave., 
_ Toronto ie ont. 

e Stevens, Mrs. Noreen M., 5,250 


Me ee Bayview Ave., Apt. 701 
Ra ne 7, Ont. 


- Stevens, Robert, 825 
1460 Bayview Ave., Apt. 405, 
Toronto 7 Ont, 


| 460 Bap 7, “Onle oa ae ence 
Stevens Securities Limited, Ae = 


48 Yonge Street, tees Beas 
Toronto 1, Ont. ee a 
Taylor, Robert B., ae 
27 Bradgate Rd., ee 
Don Mills, Ont. ait: 


Tronbar & Co., er 
c/o Canadian Imp. Bank of a st) 
Commerce, Cs 
King & Victoria Sts., : 
Toronto 1, Ont. 


Wofford, Andrew M.., 
5704 - 94 “A” Ave., 
Edmonton, Alta. 
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ete _ ORDER OF REFERENCE 
e eee Beirict from the Wirties of the Proceedings of the Senate, Thursday, 9, 
March 12th, 1964: ange 


pe is “Pursuant to the Order of the Day, the Senate resumed the debate on the | 
motion of the Honourable Senator Leonard, seconded by the Honourable Sen ies 


ve 
pe _ ator Inman, for second reading of the Bill S- 6, intituled: “An Act to mar ee 
es ‘Bank of Western Canada”, 


pe After debate, and— 


iat es a ae 


‘The question being put on the motion, it was— 
| Resolved in the affirmative, on division. 


_ The Bill was then read the second time, on division. ; 
Ba Th. ‘ 

rie The Honourable Senator Leonard moved, seconded by the Honourable 
erator Inman, that the Bill be referred to the Standing Committee on Bank-_ 


f 


ing and Commerce. ats 
The question being put on the motion, it was— a a & 
Resolved in the affirmative.” | it 
J. F. MacNEILL, 
Clerk of the Senate. 


eee 
3 
a; 
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ss MINUTES OF PROCEEDINGS 


ry WEDNESDAY, May 20, 1964. ; ne 


Pursuant to adjournment and notice the Standing Committee on cic c ea 
and Commerce met this day at 10.10 a.m. pat 


Present: The Honourable Senators: Hayden (Chairman), Aseltine, Bouter. | 
Brooks, Cook, Croll, Davies, Farris, Fergusson, Flynn, Gelinas, Gershaw, Gouin, io 

Hugessen, Isnor, Lang, Leonard, McCutcheon, McLean, Molson, Pearson, Power, ; 
Reid, Taylor (Norfolk), Thorvaldson, White, Willis and Woodrow. (28) ; 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary sis 
Counsel. . 


Bill S-6, intituled: “An Act to incorporate Bank of Western Canada’, was M 
discussed. \ 


The following witness was heard: 
Mr. Sinclair M. Stevens. 


On Motion of the Honourable Senator Leonard that the Committee consider 
clauses 1 to 7, both inclusive, the Committee divided as follows: ; 


YEAS 7 NAYS 5 % 
The Motion carried.—All clauses carried. 


On Motion of the Honourable Senator Aseltine it was RESOLVED to defer 
the Preamble and the reporting of the Bill to a later meeting of the Committee. 


At 10.45 a.m. the Committee adjourned to the call of the Chairman. 
Attest: 


F. A. Jackson, ie 
Clerk of the Committee. 
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THE SENATE 


STANDING COMMITTEE ON BANKING AND COMMERCE 


EVIDENCE 


OTTAWA, Wednesday, May 20, 1964. 


The Standing Committee on Banking and Commerce, to which was referred 
Bill S-6, to incorporate the Bank of Western Canada, met this day at 10.10 
a.m. to give further consideration to the bill. 


Senator Salter A. Hayden (Chairman) in the Chair. 


The CHAIRMAN: To check the date of the last meeting I sent for the 
Hansard copy because there is nothing like the written record. My memory 
was incorrect. The date of the last meeting was on May 6. The notification 
would be in the hands of the Canadian Bankers’ Association by the following 
Monday or Tuesday, which would be the 11th or 12th, so they have had 
about a week. 


Senator LEONARD: Can I come back to the position I was in before. I 
thought we should proceed section by section, but before doing so I wondered 
if we might ask the indulgence of the committee to consider the suggestion by 
Senator Croll to link these bills together. While I cannot divest myself of the 
responsibility of being sponsor of the bill concerning the Bank of Western 
Canada, I think that Senator Croll’s suggestion is a good one. 

If, as and when this bill passes through the Senate it will go over to the 
House of Commons, as Senator Croll mentioned. There it will be a private 
bill, and will be on the list of private bills and debated only during the hour 
or so reserved for such bills. I think the most enthusiastic supporter of the 
bill would not expect it to receive royal assent by July 1 this year. The reason 
I mention that date is that all bank charters end on July 1 this year subject 
to continuation for one further year. The Government has given notice that 
it intends to extend them. 

Assuming July 1, 1964, is the earliest possible date that the Bill in relation 
to the Bank of Western Canada could be passed, I recall to you that before 
it can commence business it must have a certificate from the Treasury Board, 
and that board has one year in which to issue a certificate, up to July 1, 1965, 
which is the date for the termination of the charter for all banks. In the 
meantime the Government has said they will present a revision of the Bank 
Act this fall. This would apply to this bank or to any other bank whether it 
has a certificate or not. It is rather unthinkable to me that the Treasury 
Board, a department of the Government, would grant a certificate to commence 
business except under the same terms as proposed by the Bank Act which 
will also be a Government bill. 

So the question of if and when the Bank of Western Canada commences 
operations is ultimately a decision to be made by the Government and ulti- 
mately by Parliament under the Bank Act. In the meantime it seems to me 
there is the matter of the Porter Commission, which I think I can dispose of 
in just a few minutes. I don’t know whether the revision of the Bank Act 
will contain mention of any of the recommendations in the Porter Commission. 
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Whatever they are, they will apply to this Bank of Western Canada as well a 


as to all other chartered banks. The sponsors of this bill have said they 


appreciate this. They are prepared to accept everything or anything, as the 


case may be, that the Porter Commission gets into the Bank Act. 
The only question that arises is whether a new bank, if it is ohecided 


as a banking institution, could hold a charter of a chartered bank. There. 


is also the question that the York Trust and Savings Corporation holds 5 
per cent of the capital, that it can divest itself of those holdings if that is a 
provision contained in the Bank Act following on the Porter Commission. 
Otherwise the Porter Commission emphasizes the desirability of competition 
in banking business. There is nothing in it which would adversely affect the 
incorporation of this bank. Therefore we can assume that the Porter Commis- 
sion Report has some public support, and there is a public reaction which is 
probably favourable towards competition among banks. 

If we hold this bill up in the Senate, for as long as we do so we are 
assuming that responsibility which ultimately must fall on members of the 
House of Commons, and on the Government as to its dealing with these banks. 
We are denying, at least to some extent, the opportunity to members of 
the House of Commons to debate this bill. In the debates we have had and 
the evidence before this committee we have brought out some very important 
and significant factors. 

It may well be that those will be taken into consideration in the revision 
of the Bank Act, but if the Bank Act deals with the question of concentration 
of ownership of shares, or with the question of who may be the owners of 
shares, then those provisions will apply to all banks. They will apply to 
the Bank of Western Canada just as effectively as to other banks. 

Therefore, it seems to me that as members of the Senate we ought to 
deal with this bill on the basis of the law as it now is—on the basis of the 
Bank Act as enacted by Parliament. If the bill complies with that act then 
it should be passed subject to any amendments that may be necessary so 
that it may be debated in the House of Commons. The bank will not function 
until a governmental decision has been made. In the meantime the revised 
Bank Act will be before Parliament, and it will govern this particular charter. 
This is why I think we might just as well go ahead now with the considera- 
tion, section by section, of this bill. 

If I am correct in my understanding it will be two weeks tomorrow since 
the letter was sent to the Canadian Bankers’ Association, and my inference 
from the fact that we have not heard from them is that they do not want 
to appear before the committee with respect to any of these applications for 
bank charters. In any event, it would seem to me that we are in order in 
dealing with the bill section by section. 


Senator Wooprow: Mr. Chairman, was there not an announcement by © 


the Government, or by a member of the cabinet, that very shortly there would 


be some action with respect to the report of the Royal Commission on Bank- — 


ing and Finance? 

The CHAIRMAN: Yes, there was. It was said that Government policy based 
on the royal commission’s report touching on banking would be dealt with in 
the fall, assuming that sittings of the House of Commons resume in the fall. 


Senator LEONARD: May I add that if public reaction is favourable to the ) 


incorporation of another bank then it seems to me that this application, rather 
than being held up here, should go before the House of Commons. Any com- 
plaint about delaying the bill should not be laid at the door of the Senate. It 
does not seem to me to be our responsibility to delay the bill. I do not say 
that there has been any delay, but that is why I am suggesting we should 
proceed with it. 
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Senator Isnor: Mr. Chairman, I think Senator Leonard has made a very 
fair and reasonable proposal. I would like to say that I am in accord with his 
thinking; that we should go ahead with this bill. The other bills will take their 
turn in due time. 


The CHAIRMAN: Are there any other comments? 


Senator McLEAN: Mr. Chairman, I do not think there is any emergency 
that requires the incorporation of a new bank at this time. This is not a case of 
one bank; there are several banks seeking incorporation. We have the very 
comprehensive report of the royal commission. I have been trying to read it, 
and I find that I can read only 20 pages a night because it is a report that has 
to be read very slowly. It cannot be read like a novel. In the fall the Govern- 
ment will be in a position to place before Parliament certain changes in the 
Bank Act. I do not think there is any great emergency at the present time in 
respect to the incorporation of new banks. 

Senator Cook: What will happen, Mr. Chairman, if the Bankers’ Associa- 
tion wish to appear before the committee, or if the committee asks them to 
assist it? If they have something to say then it will be too late after the passage 
of this bill. 

The CHAIRMAN: If we conclude today, yes. 


Senator LEONARD: Could we deal with that question when we come to the 
reporting of the bill? Could we deal with the bill section by section to see if 
there are any amendments or comments? Perhaps Senator Cook could raise 
his point when we come to the question of reporting the bill. 

Senator Cook: I am quite happy with that. 


The CHAIRMAN: Let me see if I understand this. Is it proposed that we 
examine the bill section by section this morning and stop at the stage of approv- 
ing the preamble as a preliminary to reporting the bill, and that then we 
adjourn? 

Senator LEONARD: I have not agreed to that, but I think the question Senator 
Cook raised might be better discussed as and when we have dealt with the 
bill section by section. As I say, we may never reach the point of considering 
the preamble or of reporting it. There may be some amendments suggested. 


Senator POWER: Perhaps I caused some of this difficulty by suggesting that 
we hear from the Canadian Bankers’ Association. However, if they do not desire 
to come here then I am quite willing, and, indeed, I would be very glad, to 
withdraw the motion I made at that time. They have been notified. If they do 
not wish to come then I would prefer to withdraw my motion at once. 

The CHAIRMAN: What is the wish of the committee? 


Senator REID: Is there any reason why they have not appeared before 
the committee? 

The CHAIRMAN: I cannot answer that question. 

Senator FARRIS: They do not want to come. 

The CHAIRMAN: I would not want to assume that. | 

Senator HUGESSEN: Mr. Chairman, there is one thing I would like to say. 
I have no objection to considering the bill section by section today provided 
-we do not pass the preamble and carry it. We are faced with a situation where 
we have one bill already before us, and we may have another. It may be that 
we will want to deal with all of them in one particular way. 

Senator ASELTINE: We may have two more. 

Senator HUGESSEN: Yes. Even if we consider this bill section by section 
today I want to be able to reserve my right to deal with this and the other 
bills together. 
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Senator ASELTINE: I cannot see why there is all the rush. 

Senator POWER: We have been considering during the last year numerous 
bills changing the names of different insurance companies. Would it have been 
wise for us to say that we should have waited until all the applications were 
in. This application should stand on its own feet. If it complies with the pro- 
visions of the Bank Act and we are satisfied that competition in banking is 
a good thing, why should we not pass this bill? I do not think there is any 
reason for putting all these together. 

The CHAIRMAN: We have a difference of viewpoint here. In which way 
are we going to resolve it? One view is that we consider the bill section by 
section, and at the end face the issue of whether we report the bill today or 
adjourn our consideration of it. The other viewpoint is that we consider the 
bill section by section on the understanding that we do not approve the pre- 
amble and we do not have a motion to report the bill today—that we have it 
stand, I take it, for further consideration of principle in relation to other 
banking bills that may come before us. 

Senator Power: Let us get on with the bill. When we get to the pre- 
amble— 

The CHAIRMAN: I am See saying that we have had two points of view 
expressed. It is up to the committee as to which way we proceed. 


Senator Rermp: Let us have a show of hands. 


Senator LEONARD: My motion is that we proceed to consider the bill section 
by section, and withhold consideration of the preamble and the reporting of 
the bill until we arrive at that stage. 

The CHAIRMAN: Until when? 

Senator LEONARD: Until we arrive at the stage of considering the preamble 
and reporting the bill. In the meantime we will deal with sections 1, 2 and 7, 
and then stop at the question: “Does the preamble carry?” 

The CHAIRMAN: Those who wish to proceed with the consideration of the 
bill section by section, stopping when we reach the stage of considering the 
preamble, please signify by raising your hands. Those to the contrary? The 
vote is in favour of proceeding section by section up to the point of dealing 
with the preamble. 

Section 1 of the bill lists the incorporators. Shall section 1 carry? I will 
wait until copies of the bill are distributed. 

Senator THORVALDSON: What is the purpose of all the names given here as 
applicants for the incorporation? 

The CHAIRMAN: We have here now Mr. Coyne and Mr. Stevens. 

Senator THORVALDSON: What is the purpose of the large number of names 
given as petitioners? It is unusual in bills of this type. 


MR. SINCLAIR M. STEVENS: Honourable senators, when we were carrying 
out the original organizing with respect to applying to Parliament for this bank, 
we found a great number of people showed interest in the various localities, 
especially west of Toronto. As a result of that, we felt we would like to give 
some of those most active people the right to appear as actual petitioners, as 
opposed to being just shareholders in our application. Therefore, we have 100 
people shown in the bill as petitioners. Of that number, 85 are from the four 
western provinces; I believe 31 are from Manitoba and the balance of the 85 are 
in the other three western provinces. 


Senator REID: Were those names solicited? 


Mr. STEVENS: No. They were not solicited. It was done in the sense that 
we talked to people in an area. This radiated out from speaking to two or three 
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people who would suggest that others would be interested. There are 85 from 
the four western provinces and the other 15 are from Ontario and are mainly 
people connected with my own group, as I outlined before you at the last 
hearing. | 

The CHAIRMAN: I have raised a question with Senator Leonard in connec- 
tion with section 1, that is, that they appear in the schedule to be given a French 
name as well as an English name. I told him that I thought the French name 
should appear also in the substance of section 1. Have you considered that, 
Senator Leonard? 

Senator LEONARD: I am sorry, I know your point, and I have no objection 
to it. 

Mr. Coyne: Honourable senators, I believe this is the practice followed 
under the provisions of the Bank Act. 

Rather than have the bill incorporate a bank actually naming as other 
bills do the English name and the French name in the body of the bill, the bill 
is either in English or in French and the alternative name in the other language 
is placed in a schedule. It appears here in Section 6 of this bill on page 5 of 
the brochure. 

We were following what we understood to be the practice under the Bank 
Act. 

The CHAIRMAN: This is not my bill and therefore I only raised the question 
at issue. 

Senator LEONARD: Some changes have been taking place in recent years 
with respect to the names of corporations. I might ask Mr. Stevens whether 
there would be any objection to the name being given in French, if the com- 
mittee desired to amend the bill in that way? 

Mr. Coyne: None whatsoever. 


The CHAIRMAN: Is it the wish of the committee? I think it is up to the 
incorporators of the bill, if they have a motion. 


Senator LEONARD: May I ask our legislative counsel, Mr. Hopkins on that? 


Mr. HopkKINs: Honourable senators, I would think that the procedure in 
this bill accomplishes the object provided for in the Bank Act and gives an 
alternative name in French. This is a special procedure applicable to banks and 
I personally see no need for repeating it. In fact, such repetition would make the 
schedule, giving an additional name, seem superfluous. 


Senator THORVALDSON: I agree with that point of view and I do not think 
we should interfere with the way this is being done, if counsel so approves. 


The CHAIRMAN: I am not suggesting any interference. I am merely point- 
ing out that in the operative section they have only the English name as the 
name in which the bank is being incorporated. The other name is an additional 
one in the schedule, which the bank is authorized to use in carrying on 
business. 


Mr. HopxKINs: This is provided in Section 6 of the act and has statutory 
authority and it gives complete statutory authority to the alternative name. 


The CHAIRMAN: Shall Section 1 carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Shall Section 2 carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Shall Section 3, dealing with the capital stock, carry? 
Hon. SENATORS: Carried. 

The CHAIRMAN: Shall Section 4 carry? 

Hon. SENATORS: Carried. 
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The CHAIRMAN: The next is Section 5. This is the seein which embraces s 


certain restrictions on transfer of shares to non-residents? 
That takes us right through all the subsections of Section 5. rani 
Section 5 carry? 


Hon. SENATORS: Carried. 

The CHAIRMAN: Shall Section 6 carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Shall Section 7 carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Now we come to the preamble, the question being “shall 
the preamble carry”? This is where we pause for a moment for the views of 
the committee. 

Senator ASELTINE: I agree with Senator Hugessen’s idea, that this be left 
in abeyance and report the bill now. 

The CHAIRMAN: Do you so move? 

Senator ASELTINE: I move. 

The CHAIRMAN: The motion we have is that we defer the approval of 
the preamble at this time. I take it Senator Hugessen seconds that motion. 

Senator LEONARD: Honourable senators, while I think the time is ripe for 
the completion of the consideration of this bill by the Senate, nevertheless 
I do not want to press it against any substantial body of opinion that wants 
still further time before finally disposing of this bill. If the motion is that 
this preamble and the reporting of the bill stand for consideration at the 
next regular meeting of the committee, I have no objection. 


The CHAIRMAN: I did not understand those additional words being in 
Senator Aseltine’s motion. 


Senator LEONARD: I said that if the motion is such. I understood it was. 
senator ASELTINE: That was not my motion. 


The CHAIRMAN: Senator Aseltine’s motion was that we defer considera- 
tion at this time to the approval of the preamble and to report the bill. 


senator REID: What we do now will be a precedent in the House of 
Commons. 


Senator HUGESSEN: That is exactly the point I had in mind. I will tell 
the committee what I really had in mind in seconding Senator Aseltine’s 
motion. We have two other bank bills in different stages. The second bill, 
the Laurentian bill, is before us now. 


The CHAIRMAN: Next Wednesday. 


Senator HuGESSEN: Then there is the Bank of British Columbia. To my 
mind, that raises a very important constitutional issue, as to whether a 


provincial government should be allowed to control the operations of a feder- a 


ally incorporated bank. That indeed will be discussed on the second reading 
of the British Columbia bill. I can quite see that, when that discussion comes 
up, this committee may very well desire to insert in all of these bills a 
provision to the effect that neither a provincial government nor even a federal 
government should be shareholders. That is why I wanted to reserve my rights 


to consider the preamble of this bill, in case we should decide to take a stand > 


on this question of whether or not a provincial government should throw the 
operation to the federal government. 


Senator PowER: Would it not be much simpler for the committee to com- 


plete the bill dealing with the Bank of British Columbia? I really do not see ig 
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that the Bank of British Columbia is in any different position, from the 
standpoint of the Senate. There is no question of the constitutionality of this 
particular bill. 

Senator HUGESSEN: I do not think Senator Power quite appreciates what 
I have in mind. If we want to take that stand, as we may well, then I think 
probably we would want to insert a restrictive provision in all of these bank 
bills, including this one. 

Senator Power: Might I suggest we deal now with this bill? 


Senator HUGESSEN: I would not want to do that until we have had a dis- 
cussion on the second reading of the British Columbia bill. 


The CHAIRMAN: No, we could not at this stage. We are not going to lay 
down a principle in committee which could defeat a bill at second reading; the 
committee could not do that. Are you ready for the question on the motion? 

Senator LEONARD: Mr. Chairman, I do not think that this should be an 
unlimited deferment. There is no reason why it should not be deferred until 
our next regular meeting of the Banking and Commerce Committee, and then 
reconsider, in the light of Senator Hugessen’s remarks, the debate on the 
Bank of British Columbia. I think an unlimited deferment would be unfair. 
And Senator Aseltine will not accept an amendment to deal with it at the 
next meeting, and then come up again for consideration. 

The CHAIRMAN: The only effect of putting a time limit to the next regular 
meeting would be that if we were not going to proceed with it, then you would 
have a series of votes from meeting to meeting. 

Senator LEONARD: That is how I think it should be. 


The CHAIRMAN: It is on the agenda, and the committee can call it at any 
time. 

Senator HUGESSEN: I have no desire to hold up the consideration of the bill 
indefinitely. I am suggesting that we hold up the consideration of the reporting 
of the bill until we have had a chance to discuss the principle involved in 
the British Columbia bill. Whether that is before or after the regular meeting 
of this committee, I do not think makes very much difference. 


Senator ASELTINE: That is not an indefinite period. 


Senator LEONARD: If the senator is correct, the bill will be on the regular 
agenda of our next meeting, I think. 

The CHAIRMAN: The bill is still before us and stands on our agenda. 

Senator CROLL: Mr. Chairman, we are not getting anywhere. You say we 
are now considering Bill S-6, and we have the Laurentide bill at the same time, 
and nothing comes of it but deferment. Senator Hugessen suggests that we 
wait until such time as the British Columbia bill has received second reading 
in the house so that we shall have had a full discussion on the principle, and 
that after that time we then give consideration to this bill. That makes sense. 
Senator Leonard should agree to that and let it stand until then, and the air 
will be cleared on a particular point. 

Senator LEONARD: I can understand the validity with respect to the argu- 
ment. The bank of British Columbia bill may take a long, long time on second 
reading, and I do not think this bill should be held up. If the Chairman is 
‘correct on Senator Aseltine’s motion, we defer for further action, the bill 
stays on the agenda, and we can call it whenever we are ready to call it. 


Senator CROLL: That is sensible. 
Senator LEONARD: That is my understanding. 


The CHAIRMAN: Well, that is my interpretation of Senator Aseltine’s 
motion. Is that what you intended, senator? 
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Senator ASELTINE: Yes. 

Senator Power: This is not a postponement forever. 

Senator HUGESSEN: Oh, no. 

Senator PowErR: This will remain on the agenda? 

The CHAIRMAN: Yes. 

Senator Farris: I should like to be assured that there could be no 
prejudice, and I do not think there could be, of the discussion on its merits 
of the British Columbia bill. 

The CHAIRMAN: No. I took the position that we were not going to discuss 
anything that would affect a bill standing at second reading; and there is 
nothing in the discussion which went on here today which could indicate any- 
thing in the view of the committee either for or against the bill which is 
standing at second reading. Are you ready for the question? 

Senator Isnor: Before that, Mr. Chairman, I understand we can take it 
for granted that it is on the agenda? 

The CHAIRMAN: Yes, it is on the agenda; the bill is before us. 

Senator Isnor: At the next meeting, if we so decide, we can adjourn 
further? 

The CHAIRMAN: If we so decide, you can ask to have the bill brought 
forward, yes. 

Senator WHITE: What happens if Senator Leonard says at the next meet- 
ing he wants the bill brought forward? Is that all there is to it, or is there 
a vote? 

The CHAIRMAN: There is a vote. 

Senator ISNor: That is what I wanted to know. 


The CHAIRMAN: You have heard the question. Are you ready? Those in 
favour? Contrary, if any? Carried. 


The meeting is adjourned. 


Whereupon the meeting adjourned. 
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THE STANDING COMMITTEE 
ON 
BANKING AND COMMERCE 


The Honourable Salter A. Hayden, Chairman 


The Honourable Senators: 


Aseltine Gershaw Paterson 

Baird Gouin Pearson 

Beaubien (Bedford) Hayden Pouliot 

Beaubien (Provencher) Hugessen Power 

‘Blois Irvine Reid 

Bouffard Isnor Robertson (Shelburne) 
Burchill Kinley Roebuck 
Choquette Lambert Smith (Kamloops) 
Cook Lang Taylor (Norfolk) 
Crerar Leonard Thorvaldson 

Croll Macdonald (Brantford) Vaillancourt 
Davies McCutcheon Vien 

Dessureault McKeen Walker 

Farris McLean White 

Fergusson Molson Willis 

Flynn Monette Woodrow—(50). 
Gelinas O’Leary (Carleton) 


Ex officio members: Brooks; and Connolly (Ottawa West). 


(Quorum 9) 


ORDER OF REFERENCE 


Extract from the Minutes of the Proceedings of the Senate, Thursday, 
March 12th, 1964: 


‘Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Leonard, seconded by the Honourable Sen- 
ator Inman, for second reading of the Bill S-6, intituled: ‘An Act to incorporate 
Bank of Western Canada”’. 


After debate, and— 
The question being put on the motion, it was— 
Resolved in the affirmative, on division. 


The Bill was then read the second time, on division. 


The Honourable Senator Leonard moved, seconded by the Honourable 
Senator Inman, that the Bill be referred to the Standing Committee on Bank- 
ing and Commerce. 


The question being put on the motion, it was— 
Resolved in the affirmative.” 


J. F. MAcNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 
WEDNESDAY, July 22, 1964 


Pursuant to adjournment and notice the Standing Committee on Banking 
met this day at 8.00 p.m. 


Present: The Honourable Senators: Hayden (Chairman), Beaubien (Pro- 
vencher), Bouffard, Burchill, Cook, Crerar, Croll, Dessureault, Farris, Fergus- 
son, Flynn, Gelinas, Gershaw, Hugessen, Isnor, Kinley, Lambert, Lang, Leonard, 
Macdonald (Brantford), McCutcheon, McLean, Molson, O’Leary (Carleton), 
Paterson, Pouliot, Power, Reid, Roebuck, Smith (Kamloops), Taylor (Norfolk), 
and Walker.—(32) 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


The Committee resumed consideration of Bill S-6, “An Act to incorporate 
Bank of Western Canada”’. 


The Honourable Senator McCutcheon moved that the Committee do now 
adjourn. 


The question being put on the said Motion, it was RESOLVED in the 
negative. 


The Honourable Senator Leonard moved that the Preamble to the said 
Bill be now approved. 


The question being put on the said Motion, it was RESOLVED in the 
affirmative. 


A Motion was duly put that the Title be now approved. 


The question being put on the said Motion, it was RESOLVED in the 
affirmative. 


A Motion was duly put that the said Bill be now reported without 
amendment. 


The question being put on the said Motion, it was RESOLVED in the 
affirmative. 


At 8.25 p.m. the Committee concluded its deliberations on the said Bill. 
Attest. 


F. A. Jackson, 
Clerk of the Committee. 
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THE SENATE 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 


EVIDENCE 
OTTAWA, Wednesday, July 22, 1964. 


The Standing Committee on Banking and Commerce, to which was re- 
ferred Bill S-6, to incorporate the Bank of Western Canada, met this day at 
8 p.m. to give further consideration to the bill. 


Senator Salter A. Hayden (Chairman) in the Chair. 


The CHAIRMAN: I call the meeting to order. We have two bills to consider 
this evening in continuation of hearings started some time ago. The first is 
Bill S-6, an act to incorporate the Bank of Western Canada. As you will recall, 
all the sections of this bill have been approved. When we came to the stage 
of approving the preamble there was a motion in this committee that we should 
not approve the preamble until we had heard the evidence in connection with 
other bank bills. 

This bill has been on the agenda for every meeting of the Standing Com- 
mittee on Banking and Commerce since that time, except for meetings called 
specifically to deal with certain bills. It still stands tonight and there is nothing 
as chairman that I can do. 


Senator LEONARD: I am ready to proceed with the preamble of the bill if 
the committee is in agreement with that. 


The CHAIRMAN: Will you make a motion that the preamble be approved? 


Senator LEONARD: Before making that motion, may I make a few brief 
preliminary remarks. The chairman has quite accurately stated the position. 
This bill has been standing, all the sections having been approved, pending 
the hearing of the evidence in connection with the two other applications, the 
application for the Laurentide Bank and the application for the Bank of British 
Columbia. 

In view of the fact that some considerable time has been taken in con- 
nection with this bill, I might explain in fairness to the Senate and to members 
of the committee that although the bill did receive first reading as far back 
as February, I agreed on behalf of the petitioners, after discussion with Senator 
McCutcheon, that there would be a period of delay in connection with this 
bill pending the consideration or receipt and consideration of the Porter Com- 
mission report. That accounted for a delay of some time. When that commission 
report came down, it was considered to be quite apparent that it contained 
nothing adverse to this application for incorporation. On the contrary, the tenor 
of the report was directed towards a more competitive banking system. 

The committee dealt with the bill section by section, and passed all the 
sections with the exception of the preamble which was not considered then, 
at the suggestion of a number of senators. I remember particularly Senator 
Hugessen expressing the view that he wanted to hear the evidence in connec- 
tion with the other two applications before the preamble was passed. He felt 
that before any one bill passed we should have the evidence in connection 
with the other two. 

Therefore the bill has stood until first the Laurentide evidence was heard 
and then the evidence in conection with the Bank of British Columbia. Now 


121 


122 STANDING COMMITTEE 


I think the time is ripe for the consideration of the motion for carrying the 
preamble to the bill in connection with the Bank of Western Canada. 

I should like to add some observations in connection with this application. 
At the hearing of the evidence there was some discussion as to the concentra- 
tion of control of the Bank of Western Canada in the hands of comparatively 
few persons. I would like to say something else in connection with that. 
Before dealing with what has happened since the hearing of the evidence, I 
might say that this was the first application in 52 years for a charter for a bank 
to be Canadian-owned. It was rather a courageous step on the part of the 
sponsors of this bank to undertake. There was considerable doubt in the minds 
of various people as to whether it could be done. Such people had particularly 
in mind what was expressed in a remark made by the late Mr. Muir, that 
it would take something like $10 million to start a Canadian-owned bank. 
Consequently, it was not only desirable but necessary, I think, that they them- 
selves should have been quite prepared to back any application with their own 
money, as far as they could go. That has turned out to be the case, and 
when they did ask the public they felt they should be sure that the money 
would be available for capital if a charter were granted. In the result there 
has been a substantial public subscription to trust certificates for the pur- 
pose of investing the money so that if and when a charter is granted there is 
an amount of $12 million or $13 million available. 

Senator McCutcheon, in examining the witnesses, Mr. Coyne and Mr. 
Stevens, said that while there may be some doubt as to exactly what percen- 
tage of control might be vested in the group which sponsored this bank 
there was nevertheless a substantial shareholding. It was in my mind, and 
in the minds of the petitioners, that having raised this money it might be de- 
sirable to have some dilution of that control. 

Since the evidence of Mr. Stevens and Mr. Coyne was given, they have 
advised me that Stevens Securities Limited has sold 10 per cent of the outstand- 
ing common shares of Canadian Finance and Investments. That was one of 
the companies deemed to be under their control, and that held a substantial 
portion of the proposed share capital of the bank. They sold it to Empire Life 
Insurance Company, and Stevens Securities Limited and British International 
Finance (Canada) Limited, which were at the base of this— 

Senator McCutcHron: —this pyramid standing on its point. 


Senator LEONARD: Well, they believe they no longer have control of that 
particular company. They want to put on record their intention to appoint 
a majority of the shareholders from Western Canada should the bank be in- 
corporated, and to confirm that the majority of the shareholders will not be 
directly or indirectly nominees of the British International group. 

Furthermore, it is their intention in due course, and subject to favourable 
economic conditions, to issue further treasury shares of the proposed bank, 
or to make a secondary distribution of stock, so that the effective voting power 
of the British International group in the proposed bank will be lessened by at 
least 10 per cent to something less than 20 per cent of the total capital stock. 

Then, finally it would be their expectation that after the bank is in 
operation there would be a further dilution of the shareholding of this group. 

I convey that information to you as indicating their intention to move 
in the direction of a dilution of control. At the same time I emphasize that 
to get this bank started, to get it organized and properly operating, they 
thought it did require the energy, money and the courage of a small group of 
people. If anything further in that direction were either desirable or required 
it seems to me it should be a matter of general application to all banks. That 
is to say, if there should be any limitation on the amount of share capital ina 
bank that any one individual or any group of individuals, or any interlocking 
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group, may have then is something that should apply to all banks, and should 
be properly a part of an amendment to the Bank Act. 

That brings me to the point that the Bank Act will, of course, be revised. 
The revision will probably be brought down this fall. Assuming that this 
application will carry in the Senate it will then go to the House of Commons 
where it will be a private bill taking its place on the Order Paper in the time 
allotted for private members’ bills. In the normal course one would not expect 
that bills such as that could get through in less than one or two months. After 
the bill passes the House of Commons, the bank, before it can commence 
business, must receive a certificate from the Treasury Board which is, of course, 
a committee of ministers of the Cabinet. The Treasury Board has one year from 
the time at which the bill is passed within which to issue a certificate. In other 
words, under the law it may be October or November of 1965 before the bank 
can commence operation, unless the Government itself decides otherwise. 

It is the Government that will bring in whatever amendments there are 
to be made to the Bank Act, and they will apply to this bank just as much 
as they will apply to any other bank. This bank charter if granted will itself 
expire on July 1, 1965. 

So, all in all, it seems to me that even if everything is perfectly satisfactory 
with respect to this bill, the desirable thing is that it go to the House of Com- 
mons and that it be debated there, so that if in the revision of the Bank Act 
there is anything that should be made applicable to this bank in particular 
then the Government will have the benefit of the debate in the House of 
Commons. 

I can only add that so far as the sponsors of the bank are concerned they 
are quite prepared to accept any amendments that may be made to the Bank 
Act as a result of the report of the Royal Commission on Banking and Finance, 
or otherwise, and will adapt themselves accordingly. 

I will conclude by saying, Mr. Chairman, that it is 52 years since a Canadian- 
owned bank obtained a charter and commenced operation. I think the time has 
come when we Canadians should demonstrate our faith in our own country, 
and our confidence in the ability of Canadian citizens of this generation to 
organize and operate a Canadian bank. We have a strong and efficient banking 
system now—a system of which, like most Canadians, I am very proud. I see 
no reason why the Bank of Western Canada should not prove to be a worthy 
addition to that system. I move that the preamble be now carried. 


Senator HUGESSEN: Mr. Chairman, Senator Leonard mentioned my name in 
the course of his remarks as having been responsible for the fact that we 
deferred final consideration of this bill until we heard evidence on the other 
two applications. I think that that has been a good thing, because now we have 
the whole picture before us in connection with these three applications. 

It also seems to me in this particular instance to have been a good thing 
because now we are informed by the sponsor that there has been a substantial 
dilution of what was rather objected to when we first met to discuss this bill 
—the possibility of too much concentration of share ownership in one group. 
A final decision on this matter has been held up for some time, and I think that 
now we should come to a conclusion about it. Speaking for myself, I am very 
much impressed with the evidence given on this and the other applications. 
There is obviously a very strong feeling in parts of the country that the head 
' offices of our chartered banks should not be confined to the cities of Montreal 
and Toronto. 

Senator McCuTcHEon: And Halifax, of course. 

Senator HUGESSEN: Yes, Halifax too. There is also, I think, rather a strong 
feeling in the country that the business of banking should not be a monopoly; 
that there should be more possibility of competition. 
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Senator Motson: There is not a monopoly now, senator. 

Senator HUGESSEN: Under those circumstances I must say I have no objec- 
tion to the passage of this particular bill, and I am glad to support the motion 
moved by Senator Leonard. 

The CHAIRMAN: Are you ready for the question? 

Senator McCutTcHEON: No. 

Senator BEAUBIEN (Bedford): I wish to ask a question of the sponsor. 
British International Finance (Canada) Limited seems to control 43 per cent 
of the bank. Exactly what has happened since, to get it down under 20 per 
cent. That was the figure, was it not? 

The CHAIRMAN: Yes, 20 per cent. 

Senator LEONARD: The information is that they no longer control Canadian 
finance investments at the start of the bank. As the result of the sale of 10 per cent 
of the shares of that company to Empire Life, they propose to take over a 
further treasury issue of deferred shares which would be at least 10 per cent 
of the shares of the bank. Between those two, 25 per cent is the amount, it would 
go down below 20. 

Senator PATERSON: Might I ask Senator Leonard whether it would not 
be better to use the term ‘‘contract for’ rather than “employ”? 


Senator LEONARD: If I used those other words, I was wrong. What they have 
sold are trust certificates or they have sold certificates in trust, getting the 
money out of the investment in the bank. 


Senator McCuTcHEON: I was going to suggest earlier that we do not con- 
sider any of these bills tonight, because as you yourself, Mr. Chairman, said, 
honourable senators would want to read the evidence that we had today, they 
would want to read the transcript and, as I say, I understood the sense of the 
committee some weeks ago was that until we had all the evidence on hearing 
the applications we would consider none of them. Now I take it that there has 
been a change in the situation and we are now considering this application. 


The CHAIRMAN: There has not been a change, senator. This particular 
bill has stood on the Order Paper, by order of this committee, until such time 
as the sponsor was prepared to move the adoption of the preamble. He has 
moved that tonight. 


Senator McCutcHeon: All I say is that I am not satisfied that the sale of 
10 per cent of the shares by the company—lI have not got my notes or my papers 
with me—the sale of 10 per cent of the shares of a company which is obviously 
not a top company or, as I described this group, not the bottom company to the 
Empire Life, represents a substantial change in the control, which I object to. 


I suggest, Mr. Chairman, that if the basis on which this application has_ 


been made to us is now being substantially changed, as Senator Leonard sug- 
gests, then we should call the witnesses back and let us find out where control 
really lies, who really controls this company, because the company which it is 
alleged 10 per cent of the shares will be sold to Empire Life, is not the top 
controlling company in this group. As far as saying that the Treasury Board 
will have an opportunity of looking over this, the Treasury Board is not con- 
cerned with the things that we are concerned with in this committee. Treasury 
Board is only concerned with ‘How much money have you got paid in and how 
much money have you paid to the Minister of Finance?” There is no sug- 
gestion that there be any Government legislation to delineate Canadian control 
of any bank. There is some suggestion that the Minister of Finance said there 
may be legislation to delineate what foreigners may own. And I say that if 
there has been any substantial change in the proposals of the petitioners for this 
bill, then they should come before us, we should hear the evidence and they 
should tell us what they are. 
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Senator Farris: My understanding was that the previous adjournment was 
for one reason at least, that these three bank bills could be considered 
together. As far as the Bank of British Columbia is concerned, it is definitely not 
ready to make that decision tonight. We received evidence all day today, and 
we had a lot of speeches in the guise of questions, which was very much 
to the detriment of those who were supporting the bill, because our questions 
were not antagonistic to the bill. But every question practically that was asked 
was a speech in the guise of a question, opposing the measure. 


Senator MCCUTCHEON: I made no speeches, I just asked questions. 


Senator FARRIS: My honourable friend contends he made no speeches. That 
is what I say. He made them in the guise of questions. I think that they were 
intended to be speeches in opposition to the measure. If that is not so, I very 
much misunderstood the tenor of his questions. What I say is that that is how the 
start was made, that the record of what has taken place should be typed and 
copies prepared and I would like to see consideration of the Bank of British 
Columbia bill adjourned until there has been ample time to study those 
speeches in the guise of questions, and the evidence that was given. If that 
is agreed, it confirms my opinion that the last adjournment was so that these 
three bills could be considered. Am I not right in that? 

Some Hon. SENATORS: No, no, no. 


The CHAIRMAN: May I state again that when we considered the Bank of 
Western Canada bill we passed each and every section of it. Then we came 
to the preamble and there was a motion—as a matter of fact, Senator Aseltine 
moved it and Senator Hugessen seconded it—that the preamble be not dealt 
with at this time. 

Senator FARRIS: Why not? My understanding is that the reason it was 
adjourned was to bring all three measures to consideration together. 

The CHAIRMAN: Whatever the reason was, I am discussing the terms on 
which the approval of the preamble stood. The direction of the committee was 
that at subsequent meetings of the Banking and Commerce Committee this 
bill would appear on the list of bills to be considered, on the basis that there 
was nothing further at the present time that the committee would do. In order 
to reactivate this bill its sponsor had to make a motion. He has made the mo- 
tion tonight, and it is up to the committee to deal with it. 

Senator FarRIs: Why did he not make it earlier? 

The CHAIRMAN: I do not know. 

Senator Farris: I think we said he did not make it because we adjourned 
until all these bank bills would be considered. 

The CHAIRMAN: I think that if you look at the definition of conditions 
at the time, you will see that it stood to be brought on at any time the sponsor 
wanted to make a motion to consider the preamble. 

Senator Farris: That to me is incomprehensible, because that shows no 
reason on earth why that was done. 

Senator McCuTCHEON: Senator, I think it is very clear that the preamble 
was not voted on because the sponsor of the bill knew the bill would have 
been voted down. 

Senator LEONARD: That is not correct. 

Senator Farris: No. 

The CHAIRMAN: These are gratuitous comments. Let us get down to the 
motion on the matter. 

Senator FarrIs: These three bank bills have more or less been labeled 
as “western bills’. The head office of one of these banks is to be in Winnipeg. 
I said more or less in a joking way that we in British Columbia do not regard 
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Winnipeg as “west”. It is away back east. But that is quite immaterial. I was 
in favour of the Bank of Western Canada, but after the discussion which has 
gone on since, I am not so sure that I would support the bill if the real western 
bill were killed. That is an intimation of what might prevail if the principles 
on which my friend Senator Crerar, who has been advocating apparent oppo- 
sition to the British Columbia bill, are to prevail. 

Senator PowER: Do you want it to come first? 

Senator FARRIS: I want them all to come together. 

The CHAIRMAN: Order, please, senators. Let us keep this in order. The 
Hansard reporters can only report one conversation at a time, and while Sena- 
tor Farris has the floor I think we should accord him the courtesy. 

Senator FARRIS: What I am saying is simply this, that it is impossible to 
completely consider the evidence that has been given pro and con today on 
the Bank of British Columbia bill. That cannot be considered until there is 
an adjournment long enough in order to study proceedings given here today. 
That being so, I understand that my friend Senator McCutchean is also in 
favour of an adjournment. 

Senator McCuTcHEONn: Right. 

Senator FARRIS: Whoever you are representing— 

Senator McCutTcHEon: I am representing no one. I just want this thing 
adjourned until a week from today. Now I think the time is ripe for the con- 
sideration of the motion for carrying the preamble to the bill in connection 
with the Bank of Western Canada. 

The CHAIRMAN: There is a motion for this committee to approve the 
preamble. Those not in favour, vote against it. 

Senator McCuTcHEOoN: I will move an amendment, Mr. Chairman, that we 
adjourn until 9.30 a.m., Wednesday, July 29. 

Senator Farris: To adjourn all three? 

Senator McCurcHEeon: I move that this committee adjourn now until 
Wednesday, July 29—seconded by Senator Farris. 

The CHAIRMAN: For what? 

Senator McCuTcHEon: For everything. 

The CHAIRMAN: No. We shall be sitting tomorrow morning. 

Senator McCutTcHEON: Well, we adjourn on the bank bill, then. 

The CHAIRMAN: Your motion is a motion to adjourn, and a motion to 
adjourn is always in order. Your motion is to adjourn consideration of this bill? 

Senator McCuTcHEON: My motion is to adjourn consideration of this bill, 
and the other two bills, the numbers of which I do not know, until 9.30 a.m., 
on July 29. 

Senator RreIp: Have you any reason for setting that date? 

Senator McCuTcHeon: Whether we are sitting or not. 

Senator Rep: What reason have you for giving that precise date? 

Senator McCUTCHEON: I am afraid this house and the House of Commons 
will still be sitting. 

Senator LAMBERT: Is this a motion for adjournment? 

The CHAIRMAN: No, it is a motion to adjourn consideration of the three 
bank bills. I am asking the Law Clerk whether we can accept a motion to 
adjourn following a motion to approve the preamble. 

Senator CROLL: Before his advice is given—and I think he will say no— 
may I say that that is not the point. The meeting was called for the purpose 
of considering two bills. 
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The CHAIRMAN: That is right. © : 

Senator CROLL: Now, Senator Cameron is here, but he has not been feeling 
too well and has asked me to look after the Laurentide bill. Some of the people 
are here today who are not likely to be here next week, and they came with 
that understanding, not to deal with one bill but with both bills tonight. The 
other understanding was that when the evidence was ready, perhaps by 
Wednesday, we would give consideration to the third bill. I do not think 
we should do anything at all that would upset that understanding. If we did, 
it would be highly unfair to either one or the other of these bills. 

The CHAIRMAN: While we are waiting for the Law Clerk to have a look at 
this matter, it occurred to me that you could resolve the question and have a 
vote on one motion. If the motion that we are dealing with is that we do now 
approve the preamble, those opposed to approving it will of course vote against 
it. Then we would have to settle on adjournment later; but if the majority vote 
to approve, that settles it. 

Senator CROLL: What does it settle? 

The CHAIRMAN: The approval of the preamble of the bill. 

Senator CROLL: It settles the approval of the Bank of Western Canada. 

The CHAIRMAN: No; then there is the next question—shall I report the bill 
without amendment? 


Senator CroLL: Assuming that is approved, yes; but then there is no 
motion to adjourn. 
_. The CHairman: That is right. That is why I am suggesting that possibly 
if Senator Leonard’s motion was that we do now approve the preamble— . 
. Senator Leonarp: I so amend my motion, Mr. Chairman. 


The CHAIRMAN: Then do you withdraw your motion to adjourn, Senator 
McCutcheon? 


Senator McCutcHEon: No, I do not. 

The CHAIRMAN: We have a motion that we do now approve the preamble, 
and subject to what the Law Clerk may say, I think that is in order, and it does 
not interfere with the motion to adjourn which may come subsequently? Are 
you ready for the question? 

Senator CROLL: Mr. Chairman, I must object when you say that it does 
not interfere with the motion to adjourn which may come subsequently. 

The CHAIRMAN: It can come at any time. ea, 

Senator CROLL: It has come now; but you are ruling it out of order, surely? 

The CHAIRMAN: I am ruling that if Senator Leonard’s motion is that we do 
now approve the preamble, we must deal with that before any other motion. 

Senator CROLL: I have no objection; I want to deal with it. However, I do 
not want to be faced with a motion to adjourn on the next bill. 

Senator LAMBERT: Oppose it then. 

| Senator CROLL: No, that is not the point. The understanding was that both 
bills would be dealt with tonight, and the Chairman agrees. y 

The CHAIRMAN: Order, please. Senator Croll, we must not mix up the 
two bills. We are dealing with this bill. When we are through with it, we move 
on to the next one. : 

Senator Reip: That is right. 

The CHAIRMAN: There is only one bill before us at this moment. Now, 
Senator Cameron, we only have the one bill, the Bank of Western Canada. 

Senator CAMERON: Mr. Chairman, I most strongly protest the idea of an 
adjournment. We came to deal with the two bills, and people have come, not 
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once, but several times to have this matter discussed. I think it is most unfair 
and unreasonable to ask for an adjournment now. 

Senator MacponaLp (Brantford): Mr. Chairman, I do not want to interfere, 
but on a question of procedure there is a motion before the committee that this 
committee do now adjourn. 

The CHAIRMAN: No. There is a motion before the committee that we do 
now approve the preamble. 

Senator MacponaLp (Brantford): The original motion is that the preamble 
be now approved, and there is discussion on that motion before the committee; 
but someone has interrupted and moved the adjournment of the committee. 

The CHAIRMAN: No. He has moved an adjournment of the consideration of 
a second bill which is not yet before us, which is on the agenda for consideration. 

Senator CROLL: No, he did not move that. 

Senator McCutcHeon: No—of all the bills. 

The CHAIRMAN: We are only considering the first bill at the moment. 
Therefore, I am not accepting the motion to adjourn. 

Senator McCutcHEON: Then I do move that the debate be now adjourned. 

Senator CROLL: That motion is always in order. I think, Mr. Chairman, 
you must accept it. 

Senator Rorsuck: A motion to adjourn is always in order. 

Senator MACDONALD (Brantford): I am against the motion to adjourn; but 
as a matter of procedure, I think we must follow— 

The CHAIRMAN: Either you vote on the motion that the preamble be now 
approved, or if there is a motion that the committee do now adjourn, you vote 
on that motion whether the committee now adjourns without reference to 
any bills. 

Senator CrouL: That is right. 

The CHAIRMAN: Which do you move? 

Senator McCuTcHEON: I move that the committee do now adjourn. 

The CHAIRMAN: Are you ready for the question? 

Some Hon. SENATORS: Question. 

The CHAIRMAN: Those in favour that the committee do now adjourn please 
raise your arm. Opposed? The motion is lost. 

Now we have a motion before us that the committee do now approve the 
preamble. Are you ready for the question? Those in favour of that motion to 
approve the preamble, please signify. Contrary, if any? Motion is carried. 

Now shall we approve the title? 

Senator CrRoLL: Approved. 

Senator McCuTcHEON: No, no. 

The CHAIRMAN: On division? 

Senator McCuTcHEON: No. 


The CHAIRMAN: Those in favour of approving the title, please signify? — 


Contrary, if any? The motion is carried. Shall I report the bill without amend- 
ment? 

Some SENATORS: Carried. 

Senator McCutTcHEON: No. 

The CHAIRMAN: Those in favour? Contrary, if any? The motion is carried. 

The committee concluded its consideration of Bill S-6, to incorporate the 
Bank of Western Canada. | 
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ORDER OF REFERENCE 


Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
May 6th, 1964: 


“Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Cook, seconded by the Honourable Senator 
Lang, for second reading of Bill S-17, intituled: “An Act respecting the Ter- 
ritorial Sea and Fishing Zones of Canada’’. 


After debate, and— 

The question being put on the motion, it was— 
Resolved in the affirmative, on division. 

The Bill was then read the second time, on division. 


The Honourable Senator Cook moved, seconded by the Honourable Senator 
Lang, that the Bill be referred to the Standing Committee on Banking and 
Commerce. 


The question then being put on the motion of the Honourable Senator 
Cook, seconded by the Honourable Senator Lang, that the Bill be referred 
to the Standing Committee on Banking and Commerce, it was— 


Resolved in the affirmative, on division.” 


J. F. MacNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 


THURSDAY, May 7th, 1964 


Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 9.30 a.m. 


Present: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 
Beaubien (Bedford), Beaubien (Provencher), Blois, Bouffard, Brooks, Burchill, 
Choquette, Connolly (Ottawa West), Cook, Crerar, Croll, Davies, Fergusson, 
Flynn, Gelinas, Hugessen, Isnor, Kinley, Lambert, Lang, Leonard, McCutcheon, 

McLean, Molson, Pearson, Pouliot, Power, Smith (Kamloops), Taylor (Norfolk), 
Thorvaldson, Vaillancourt, White, Willis and Woodrow. (37) 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


On Motion of the Honourable Senator McCutcheon it was RESOLVED to 
report recommending that authority be granted for the printing of 800 copies 


in English and 300 copies in French of the proceedings of the Committee on 
Bill S-17. 


Bill S-17, intituled: “An Act respecting Territorial Sea and Fishing Zones 
of Canada’’, was considered. 


The following witnesses were heard: The Hon. Paul Martin, Minister of 
External Affairs; The Hon. H. Robichaud, Minister of Fisheries; Mr. C. Gordon 
O’Brien, Manager, Fisheries Council of Canada; Mr. J. D. Affleck, Assistant. 
Deputy Minister of Justice; Mr. A. E. Gottlieb, Deputy Head, Legal Division, 
Department of External Affairs. 


On Motion of the Honourable Senator Aseltine it was RESOLVED to print 
' the brief of the Fisheries Council of Canada as APPENDIX “A” to this day’s 
proceedings of the Committee. 


At 11.45 a.m. the Committee adjourned to the call of the Chairman. 
Attest. 


F’. A. Jackson, 
Clerk of the Committee. 


THE SENATE 
STANDING COMMITTEE ON BANKING AND COMMERCE 
EVIDENCE 


OTTawa, Thursday, May 7, 1964. 


The Standing Committee on Banking and Commerce, to which was 
referred Bill S-17, respecting the Territorial Sea and Fishing Zones of Canada. 


Senator Salter A. Hayden (Chairman), in the Chair. 


The CHAIRMAN: I call the meeting to order. 


The committee agreed that a verbatim report be made of the com- 
mittee’s proceedings on the bill. 


The committee agreed to report, recommending that authority be 
granted for the printing of 800 copies in English and 300 copies in French 
of the committee’s proceedings on the bill. 


The CHAIRMAN: Senators, we have before us this morning Bill S-17, 
respecting the Territorial Sea and Fishing Zones of Canada. We have a number 
of witnesses here this morning dealing with Bill S-17, including the honourable 
Paul Martin, Secretary of State for External Affairs, and the honourable Mr. 
Robichaud, Minister of Fisheries. I suggest that we might hear from the 
Honourable Mr. Martin first, if it is the wish of the committee. Possibly he 
will make a statement, and then if you wish to ask any questions he will hear 
them. Is that agreeable? 


Hon. SENATORS: Agreed. 


The Honourable Paul Martin, Secretary of State for External Affairs: Mr. 
Chairman and honourable senators, I have had the advantage of reading the 
debate in the house on this subject, and may I say that I thought it was of a 
very high order. This is a very difficult subject, and it is one that involves 
continuing negotiations that I am having, along with the Minister of Fisheries, 
with a number of countries. Anything that is said by me in particular as the 
negotiator for Canada is naturally going to be carefully observed by the 
countries with whom we are carrying on negotiations. On that account, I want 
to be precise with regard to anything that I say in chief, or anything that I 
say by way of response. I am sure that you will all appreciate that while 
negotiations are under way it is extremely difficult to engage in the fullest 
kind of disclosure, and that I know no one would expect me to do. But subject 
to that, I shall be very glad to put this matter as I see it, and to answer any 
questions as to the course of the negotiations and why more definitive things 
are not undertaken in the bill. 

A year ago, on June 4, the Prime Minister made a statement in the other 
house on the law of the sea. This was an important announcement, and it 
followed a period of negotiation under this government, under the previous 
government and the government before it. I may say that we are all the 
happy beneficiaries of the very important work that was carried on by the 
former government, as well as its predecessor, at two international conferences. 
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I would like to emphasize that as far as I am concerned, and as far as the 
department over which I preside is concerned, this is essentially a problem of 
a technical character; it is one deeply involving the national interest, and as far 
as we are concerned, it has no political connotation at all. 

The Prime Minister informed the house that the Government had decided 
to establish a 12-mile exclusive fishery zone along the whole of Canada’s 
coastline, as of mid-May 1964 and to begin the establishment of the straight 
baseline system at the same time as the basis from which Canada’s territorial 
sea and exclusive fishery zone would be measured. It may not be possible to 
have this declared by mid-May, 1964, because I think that, as Senator Brooks 
mentioned, it is desirable that the fullest examination be made of this problem, 
and there is no real time-limit in the sense it must be announced on a 
particular day. However, I think it is important that the 12-mile fishing zone 
limit be established at the earliest possible moment. 

You have before you a bill concerning the territorial sea and the fishing 
zones of Canada. This legislation will carry out the policy of the Government, 
as announced by the Prime Minister and as mentioned by him to the President 
of the United States last May. 

Now I should like to review the background, as we see it, in order to ensure 
that you appreciate the full situation at the moment and the action that the 
Government contemplates. 

For Canadians, the Law of the Sea has been a matter of major importance 
for many years. The pages of our history, both in the last century and the 
present one, contain long accounts of negotiations concerning Canadian waters. 
In recent years the problem has become acute, as foreign fishing has steadily 
increased off our east and west coasts. There has been a growing strain on our 
national resources, and a danger of our stocks being depleted. On the fisheries 
side, my colleague the Minister of Fisheries will be able to give you more 
authoritative information than I can be expected to do, and he is here for that 
purpose. 

It became evident to the Canadian Government 10 years ago that the 
traditional three-mile limit for territorial waters was no longer adequate to 
meet all our Canadian needs, and we began to try to find a way in which our 
own interests in our coastal waters could adequately be protected. In developing 
this policy, successive Canadian Governments have been motivated not only 
by the need to preserve the living resources of our seas but by the interests 
of our national security. Our coastline is unique; it is perhaps the longest of 
any country in the world. It is unique in another respect, because ours is the 
only country bounded by three oceans. Year after year we have seen an increas- 
ing concentration of foreign ships off our shores. 

It was against this background that in 1956, at the Eleventh Session of 
the General Assembly of the United Nations, the Canadian delegation proposed 
to that body that new solutions must be found for the protection of the 
interests of coasted states. Our delegation suggested that a 12-mile fishing ~ 
zone should be established, in which the coastal state would have the same 
rights over fishing as it has in its territorial sea. This was the first time that 
the proposal for an exclusive 12-mile fishing zone was advanced by any 
country in an international forum. It was not the first time it had been 
advanced in bilateral negotiations, but it was the first time before an in- 
ternational body. 


The phrase ‘‘12-mile exclusive fishing zone’ is now a familiar term to 
international lawyers, but it is oftentimes a term that is misunderstood. It 
means that in a 12-mile band of water adjacent to its coastline a country 
is entitled to exclusive jurisdiction over fishing. The concept does not allow 
a‘coastal state to have a 12-mile fishing belt beyond the three-mile territorial 
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_ limit; that would mean a 15-mile exclusive fisheries jurisdiction. In the case 
of a country like Canada, with a three-mile territorial sea over which the 
nation exercises full sovereignty, an exclusive 12-mile fisheries jurisdiction 
would be composed of a nine-mile fishing belt extending beyond the three-mile 
territorial sea. The outer limits of the fishing belt would thus be 12 miles from 
the baselines along the coast. 

Since the Canadian proposal was first introduced in 1956, Canadian efforts 
to protect our coastal waters fall within three broad stages. The first, from 
1956 to 1960, marked a continuation of attempts to achieve a world-wide 
treaty obligation bringing into effect a new rule of international law which 
it was hoped would be established. Canada sought such a solution at the two 
U.N. conferences on the Law of the Sea. At the first conference in 1958 the 
Canadian delegation, supported by many of the new states, put forward the 
proposal earlier advanced in the U.N. for an exclusive 12-mile fishing zone. 
At that time we lacked the support of many of the leading maritime states, 
such as the United States, the United Kingdom and the western European 
countries. By the end of the first conference these states were prepared to 
envisage certain limited modifications in the traditional rules of international 
law, but they were not willing to support the Canadian proposal. Had they 
done so, we could have achieved international agreement on a three-mile 
limit and a 12-mile fishing zone. I strongly support what Senator Brocks has 
said about the contribution made by my predecessors in this office, and the 
work of Mr. Drew at these two conferences, and of those associated with me 
in my own department and in the department presided over by my colleague. 

Canada, in close co-operation with Norway, then undertook extensive 
preparations for the second U.N. conference in 1960. We continue to remain, 
and I want to say now I am, very grateful to the Government of Norway 
for the support it gave to our efforts at that time and for the initiative which 
it has taken and which has inspired the legislation that is embodied in this 
bill. 

The purpose of the 1960 conference was to seek agreement in that one 
area where the first conference failed—the breadth of the territorial sea and 
fishing limits. This time the United States and the western Kuropean countries 
agreed to support the Canadian formula for a six-mile territorial sea and exclu- 
sive 12-mile fishing zone provided that states which had fished in the fishing 
zone for five years would be allowed to fish there for a period of 10 years. 
This 10-year interval was called the “phasing-out period,” and we proposed 
it in order to win the support of those nations which had fished in our waters 
for many years. This joint United States-Canada proposal failed. It failed by 
a single vote, as you know, to win the required two-thirds majority. A number 
of the leading Maritime states then announced they would continue to adhere 
to the three-mile limit and would consider any unilateral changes as contrary 
to international law. 

In the second phase, the then Canadian Government undertook soundings 
in various parts of the world to see whether something could be salvaged from 
the support won for an exclusive 12-mile fishing zone at the two U.N. con- 
ferences. Canada helped to conduct a survey to see whether support could be 
had for a multilateral convention allowing the parties to erect a fishing limit of 
-12 miles. These discussions were carried out for some time, but proved incon- 
clusive. 

When we took over the responsibilities of Government we had this back- 
ground before us, and the position in April of 1963 was that in spite of the past 
efforts of ourselves and others these efforts had not succeeded in getting an 
agreement with other states on a multilateral basis. Notwithstanding Cana- 
dian actions at the two U.N. conferences, there was no formal change or im- 
provement in our rights to our coastal fisheries. In the meantime, the climate of 


10 STANDING COMMITTEE 


opinion was changing, and several important fishing countries had decided that, 
in view of the inadequacy of the three-mile limit for fishing purposes and the 
increasing number of countries departing from it, it could no longer be said 
that there was any clear rule of international law in this sphere. 

Iceland, Norway and others unilaterally proclaimed a 12-mile fishing zone, 
adding their number to the many countries which had at some point during 
the present century extended their territorial limits or claimed fishing rights 
beyond their traditional limits for their territorial sea. At the same time, a 
number of the leading Maritime countries, especially those interested in distant- 
water fishing, strongly maintained their traditional positions. I think the pro- 
poser of the resolution in your house was right in saying that all of these meas- 
ures throughout the course of history for the most part have been brought 
about as a result of unilateral action. 

The Government decided in April that we could no longer pin our hopes 
on the possibility of a new rule of international law being created by general 
agreement, nor could we expect sufficient support for a limited multilateral 
agreement with likeminded countries. The Government considered that, in 
these circumstances, appropriate action would have to be taken and taken soon 
to alleviate our difficulties. That is what we have done. We decided that remedial 
action was necessary for the protection of our inshore fisheries, as my colleague 
will show, and the people that depend on them, for the development of the 
living resources of our seas and for the security of Canada. We concluded that 
our decision would be solidly based on international custom as reflected in the 
present practice of coastal states. 

The third and final stage of our efforts began when the present Prime 
Minister announced in our house that we would establish a 12-mile fishing 
limit and seek to establish straight baselines in 1964. 

At that time the Prime Minister emphasized—and I attach some im- 
portance to this—that we would try to reach satisfactory arrangements with 
the countries that would be affected by our decision. These are all friendly 
countries to Canada. These are countries which have fished off our shores for 
years. They include our closest friends and we have had with them a long 
tradition of co-operation on fishing as we have on other matters. It must 
always be remembered that the delineation by a state of its coastal waters 
is bound to have an international aspect and perhaps an international 
implication. 

In the period between the announcement made by the Prime Minister 
in June and the present, we have accordingly carried out a series of negotia- 
tions with a number of countries, beginning with the United States. My col- 
league and I have participated particularly in these negotiations with the 
United States. We have had three separate rounds of discussions with them. 
We have also had exploratory talks with the following countries: Norway, 
Denmark, France, Portugal, Spain, Italy, Britain and Japan. These countries 


have sent officials to Ottawa to discuss the matter with us. I will refer to 


those talks later. 

Where do we stand now—mid-May, 1964? The Government, in fulfilment 
of its declared policy, has introduced legislation which we hope will shortly 
come into force. There are, as you know, five aspects to the bill before you. 

First, when the bill is proclaimed and comes into force, we will have a 
fishing zone. The bill provides: 


—the fishing zones of Canada comprise those areas of the sea contiguous 
to the territorial sea of Canada and having, as their inner limits, the 
outer limits of the territorial sea and, as their outer limits, lines 
measured seaward and equidistant from such inner limits so that each 
point of the outer limit line of a fishing zone is distant nine nautical 
miles from the nearest point of the inner limit line. 
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This legal language is complicated, but the effect is simple. It means that 
Canada will have established a 12-mile exclusive fisheries jurisdiction along 
the whole of our coastline. It is only an exclusive fisheries jurisdiction that 
we are seeking to establish, because we are maintaining our traditional three- 
mile territorial sea limit. 

Second, the legislation, in accordance with the Prime Minister’s state- 
ment of June 4, gives to the Governor in Council authority to issue lists of 
geographical co-ordinates of points from which the baselines of the territorial 
sea will be drawn. This means that the limits of Canada’s territorial sea will 
be three miles from the straight baselines. The baselines will not come into 
force immediately as a result of the act. When the act takes effect, the 
Governor in Council will be able, under section dD, I think, by means of an 
order in council, to proclaim the straight baselines. Both the territorial sea 
and the fishing zone will then be measured from these lines. 

We would all be happier if the situation were such that we could finalize 
this whole matter in the one bill at this time, but it is just not possible to do 
so. Our negotiations are under way and in the case of most countries we 
have reached only the first stage. The suggestion that we could have waited 
until the negotiations were completed does not take into account the nature 
of these negotiations and the nature of the problem itself, and would in my 
judgment, after most careful consideration, mean a postponement for a long 
time, an indefinite period, of what we regard as essential in the interests of 
the fishing community—the establishment of a 12-mile fishery zone limit. 

_At the first Law of the Sea Conference in 1958 a special rule was agreed 
upon, based on the Anglo-Norwegian Fisheries Case which was decided in 
the International Court of Justice. That decision, which was very germane 
to the action we have taken, allows a country to measure the territorial limit 
not from the sinuosities, the normal, but from the straight baselines where 
a coastline is highly indented or where there is a fringe of islands along its 
immediate vicinity. This has important implications for Canada, as ours is 
a jagged coastline with island fringes and lends itself to the application of 
this Norwegian case. 

Our officers—and I assure you that this was the result of a technical 
examination by the officers of the departments concerned—after careful 
examination recommended to the Government, and the Government concluded 
that, taking into account legal, economic, historic, and other factors, the straight 
baseline system is applicable to most of our coastline. Consequently, the Gov- 
ernor in Council, pursuant to legislation contained in this bill, will publish lists 
of points for drawing straight baselines along our coasts based on the rules of 
international law and taking into account our historic and other interests in 
special bodies of water. 

As you know, Canadian Governments over the years have laid claims to 
certain bodies of water. It is very difficult for me to discuss this at the present 
time because of the negotiations that are under way. 

Third, you will note that under the act we continue to adhere to the three- 
mile territorial sea, and not to the six-mile territorial sea as at one point we 
did in the conference in Geneva. The reason we do that is because it is the 
rule that does the least damage to the principle of the freedom of the high 
- seas and to international navigation. 

The Government considers that the three-mile limit drawn from straight 
baselines, together with the new fishing zone, will meet Canada’s requirements. 

Fourth, the proposed legislation contained in the second part of the bill 
includes certain changes of a consequential character in the Aeronautics Act, 
the Canada Shipping Act, the Customs Act, the Criminal Code, the Fisheries 
and Coastal Fisheries Protection Acts. The alterations in these acts are limited 
to modifying their sphere of application so as to take into the account the new 
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legislation concerning the straight baselines, the territorial sea and, where 
appropriate, the fishing zone. The Customs Act, the Criminal Code, the Canada 
Shipping and Aeronautics Act are altered so as to bring them into line with 
the provisions of the first part of the bill concerning the territorial sea and 
internal Canadian waters. The Fisheries and Coastal Fisheries Acts are modified 
so as to provide for their application to Canadian fisheries waters comprising 
the territorial sea, internal waters and fishing zones of Canada. 

Fifth, the final provision of the bill entitled ‘‘Coming into Force’, provides 
that the act or any provision thereof will come into force on a day or days to 
be fixed by proclamation of the Governor in Council. 

This last provision is important in understanding the timetable for imple- 
mentation of the act and the effects of the legislation. I should like to provide 
members with as clear a picture as possible of the legal effects of the bill, as 
I see it. These should be considered in two phases. 

In the first phase, the situation in law—immediately upon the act coming 
into force—will be as follows: The fishing zone will be created, and it will 
come into existence on proclamation of the act. However, a certain amount of 
time is necessary for the promulgation of the new baselines from which the 
territorial sea and fishery zones will be drawn. 

When you are examining this question with the technical officers of the 
Department of Fisheries, and perhaps other departments, I am sure you will 
see why this delay is inevitable. 

As I explained, the authority in the Governor in Council to publish points 
for drawing straight baselines is granted immediately on the coming into force 
of this act. But our coastline is extraordinarily long and intricate. In addition, 
the interests of those countries, which I mentioned earlier, are affected, as they 
have been fishing in waters which will be enclosed by the new baselines or in 
the new fishing zone. The complexity of the task of drawing these baselines 
and of seeking to adjust the interests of friendly nations is such that the 
negotiations have not yet concluded; and I am not in a position to say when 
they will be concluded. Therefore a period of time will elapse before Canadian 
laws will be implemented in the zone. 

I am hopeful that our discussions will be completed within a few months, 
and that the Governor in Council will then be in a position to proclaim the 
list of points for drawing the straight baselines which we have in mind. It 
is unlikely that the Governor in Council will publish points covering our entire 
coastline in his first list. It is possible that, depending on how far the negotiations 
have advanced, he will publish several lists and that, in the first, baselines will 
come into force only for those areas where we have completed our discussions. 
In any event, the first phase will consist of a short period, after entry into force 
of the act, which will permit completion of our negotiations before proclaiming 
straight baselines and enforcing the fishing zone. 

When the straight baselines are proclaimed, in whole or in part, and when 
Canadian laws come into operation in the fishing zone, the second phase begins. 

The legal effects will be as follows. First, those countries which have not 
fished in those areas or have just begun to fish will not be able to come in. At 
least, they will not be able to come in according to Canadian law. They must 
cease their operations at once both in the fishing zone and in the internal waters 
enclosed by the baselines after their proclamation. 

Second, special arrangements will come into force for those countries which 
have treaty rights off parts of our shores—the United States and France—in 
order to allow them to continue to fish in those areas where they have fished 
before, and subject to agreed arrangements and regulations for the protection 
of the fisheries concerned. I am not in a position at the present time to give 
further details about this. 


| 
z 
| 
| 


BANKING AND COMMERCE 13 


: Third, we are in the process of discussing arrangements with countries 
with no treaty rights which have fished off our shores for many years— 


; Portugal, Spain, Norway, Denmark and Italy—to allow them time to adjust 


their operations so that they do not suffer undue economic losses. 

I should like to conclude by discussing briefly our negotiations with the 
United States. The Prime Minister said, when he announced this policy, that 
he had had discussions with President Kennedy at Hyannis Port and that he 
had informed the President that the Canadian Government would shortly be 
taking decisions to establish a 12-mile fishing zone. The President reserved the 
longstanding American position in support of the 3-mile limit and he also 
called our attention to the historic and treaty fishing rights of the United States. 
Our Prime Minister assured him that these rights would be taken into account. 
In our negotiations with the United States this has been the Canadian position 
throughout. Discussions have taken place with the United States with a view 
of determining the nature and the extent of these rights and in determining 
the extent to which they might be affected by the action we take. 

I am confident that the United States and Canada will be able to work 
out a solution in this field, as we have done in other difficult problems. In view 
of our tradition of the closest co-operation, we remain optimistic that we will 
reach a satisfactory common accord with the United States. However, we have 
not yet been able to settle all outstanding problems. On most matters there 
are no differences between us; in certain other areas, our points of view have 
yet to coincide. 

We have made clear that we are prepared to be fair and just towards our 
neighbour. In our efforts to reach an accord with the United States we will 
continue to be guided by our tradition of friendship. We are convinced that 
our case is a fair one, solidly founded on legal, economic and_ historic 
considerations and those of a security nature. The configuration of our coastline, 
the needs of the people of Canada and the interests of our security, require 
us to draw baselines so as to enclose Canadian internal waters. We have 
informed the United States that in view of their treaty rights, and in order 
to be as fair as possible to the interests of their fishermen, we are prepared 
to allow them to continue to fish in those areas where they have operated 
until now, subject to agreed regulations for the protection of the fisheries 
concerned. 

I hope that with the adoption of this legislation our negotiations will be 
furthered. I noticed what Senator Thorvaldson had to say in this connection 
in the speech he delivered the other day in your house. I believe this bill will 
assist us greatly in our negotiations. 

It is my expectation that by the end of the year straight baselines will be 
proclaimed for most of our coastline and the fishing zone will be implemented. 
The differences which we must overcome do not affect the great portion of 
our coastal limits where there will be no difficulty in achieving agreement on 
what we propose to do. I am hopeful that in the foreseeable future, all 
difficulties will have been removed and that our longstanding desire to protect 
our coastal waters will be considerably furthered. 


The CHAIRMAN: Are you ready for questions? 


Senator FLYNN: Mr. Chairman, may I say first that I am sure we are all 
indebted to the minister for his statement, which is most helpful in understand- 
ing the purpose of the bill. My questions are to help one who is not too familar 
with the problem. Therefore, I would like to know what is the present status of 
the problem. First, with regard to baselines. I see in the bill that some 
baselines exist presently. What have been the rules in establishing these 
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baselines? Do we take into consideration the judgment of the International 
Court, in the Norwegian case that you have mentioned? 

Hon. Mr. Martin: The Norwegian case, certainly in our judgment, is 
applicable to our situation, and in our judgment authorizes us to establish the 
straight baseline system in Canada. That is our authority in law. 

Senator FLYNN: I wonder whether the present baseline has been established 
in accordance with the rules contained in this judgment? 


Hon. Mr. MartTIn: I do not think so, but I do not know. 


Hon. Hédard Robichaud, Minister of Fisheries: The existing baselines are based 
on the sinuosity of our coast; so the one you have in mind would be based 
on headland to headland points, which would be determined by order in 
council. | 


Senator FLYNN: So that the three-mile limit is based on baselines 
following the coast? 


Hon. Mr. RoBicHAuD: That is on the sinuosity principle. 


Senator FLYNN: But the intention is to establish a three-mile limit based 
on straight baselines. 


Hon. Mr. Martin: To establish a territorial sea based upon the straight 
baseline system. 


Senator FLynn: And the Government is of the opinion that the case which 
has been mentioned is sufficient authority to establish new baselines? 


Hon. Mr. Martin: That is right. We would go further. We would say that 
if there was no case and if there was no decision standing in the way, the 
promulgation of a new international principle could be affected in this unilateral 
way. . 

Senator FLYNN: Would it have been possible to establish now, without 
waiting for the bill, these new baselines? 


Hon. Mr. Martin: Not without waiting for the bill. 


Senator FLynn: I mean, the bill does not give more authority to the Gov- 
ernment than it has presently with respect to establishing baselines? 


Hon. Mr. Martin: This is an enabling bill which gives the Governor in 
Council power to establish the straight baseline system. 


Senator FLYNN: But the present baselines have been established on what 
authority—those which follow the coasts? 


senator KINLEY: On agreement with the United States. 
Hon. Mr. Martin: Not necessarily. On executive authority. 


Senator FLynn: I think the Government could have established new 
straight baselines under the same authority it had to establish the present 
baselines. 


Hon. Mr. Martin: We are doing something that is going to have an inter- 
national application in a new kind of international society. We are seeking to 
do this in the way that will give as great an opportunity for being as fair as 
possible to one’s neighbours and to nations that have an interest in our waters. 
For that reason we believe there should be clear legislative authority for the 
action that the Government proposes to take. 

Another reason is, as I pointed out in my statement, that we have a number 
of acts that are affected by this—the Aeronautics Act, and so on—that have 
to be modified, and the only way in which they can be modified is by Act 
of. Parliament. 
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Senator FLYNN: Would you say that the situations of the baselines which 
will be proclaimed will be affected by the negotiations which are under way 
or which may take place hereafter? 

Hon. Mr. Martin: It is possible. With regard to a good part of our coastline 
I do not think there is a problem. 

Senator McCutTcHEOoN: That is the unimportant part of the coastline. 

Hon. Mr. Martin: No, I think some of it is very important—Newfoundland, 
for instance. 

I would rather put it this way, senator, that it would be more helpful in 
our negotiations to be able to take into account the discussions that we will be 
subsequently having with these other countries, and in some instances to let 
them know what we have in mind, rather than take a pre-determined position 
now. In any event, the decisions of the Governor in Council with regard to the 
baselines that will be established, will always be a matter which can be re- 
viewed by the legislative authority in Canada. 

Senator Brooks: Of course, the difficulty now is that other countries have 
treaties, and you cannot establish baselines on that account. That is the main 
reason, is it not? 

Hon. Mr. Martin: Well, with regard to the United States and France, 
their fishing claims are based on treaty rights; but not with regard to the 
others. 

Senator Brooks: What particular fishing areas are concerned? Could you 
give us that list? 

Hon. Mr. Martin: I do not think I can. Perhaps my colleague has that. 

Hon. Mr. RosicHaup: The main areas which are affected by treaties are the 
coast of Newfoundland and the Gulf of St. Lawrence. These are definitely 
affected by existing treaties which we have agreed to recognize. 

Senator Brooks: Is it not true that practically all the important fishing 
areas are concerned? These areas, as the minister said, could be determined 
possibly at the present time, but they are not really particularly good fishing 
areas. The real fishing areas of Canada are those with which we are having 
difficulty and in which the fishermen are mostly interested. 

Hon. Mr. RopicHaubD: Yes, except that the fishing areas already covered 
by treaties are only France and the United States; while some of the others 
are covered by historic rights only, and others by— 


Hon. Mr. MarTIN: Usage. 


Senator Brooks: I understood from the minister the intention was to 
negotiate on the historic rights as well as the treaty rights? 


Hon. Mr. ROBICHAUD: Yes. 


Senator Brooks: I also notice that the U.S.S.R. have not been mentioned. 
Have they any rights at all in the places you have mentioned? 


Hon. Mr. Martin: We do not think they have rights. 

Senator Brooks: Do they think that they have? 

Hon. Mr. Martin: I am not aware that they have made any claims to us. 
The CHAIRMAN: Senator Flynn were you through? 

Senator Brooks: I am sorry, I thought you had finished. 


Hon. Mr. MARTIN: I would like to finish that. Of course, if they had carried 
on for a fairly substantial period, they could have said they had acquired 
these rights. 
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Senator FLYNN: I have just two other questions. I want to make sure nt x 
the establishing of these straight baselines would follow only technical princi- 
ples rather than the situation of fact effected by negotiations or eet ert Ore 
historic rights. 

Hon. Mr. Martin: They will be drawn by the people in the aeparame Ate 
concerned. 

Senator FLYNN: I notice the Department of Mines and Technical Surveys 


‘is represented, because this is a technical problem. 


Hon. Mr. Martin: They will be drawn in consultation with all the depart- 
ments concerned, including the Department of External Affairs, and they will 
be drawn by technical people. 

Senator FLynn: And only taking into account the technical problems and 
not treaty problems? That would be something different. 


Hon. Mr. Martin: Yes, that is something different. 


Senator FLyNN: You could establish a baseline based on technical rules 
and yet, at the same time, recognize the rights of the United States, for in- 
stance, to fish in certain areas? 


Hon. Mr. Martin: I do not want to go too far into this, perhaps for 
obvious reasons. The closing of certain bodies of water will be gradually 
effected by what is done in certain areas on the straight baseline principle. 


Senator FLYNN: So, in conclusion, the Government is satisfied, as far as 
establishing straight baselines is concerned, it has sufficient authority with 
the decision of the International Court—at least, sufficient support by the 
viewpoint of other nations, to establish those straight baselines? 


Hon. Mr. Martin: That is right. 


Senator FLYNN: The Government is also satisfied that the three-mile terri- 
torial limit would not be contested seriously? 


Hon. Mr. Martin: The three-mile territorial limit is now a fact. It suits 
our practical purposes to continue the three-mile territorial sea, which is the 
area where our sovereignty runs beyond the land. It was not the position we 
took at Geneva when we agreed to a six-plus-six formula; but we did that 
because we thought it was the way by which we could better achieve our 
objective of a 12-mile fishing zone. But we have now come back to the three- 
mile territorial sea because we believe it is in our interests and because it 
serves navigation and other needs. 


Senator FLYNN: Therefore, there would be these additional nine miles 
which would complete the fishing zone? 


Hon. Mr. Martin: Yes. 

Senator FLYNN: That is really the big problem still? 

Hon. Mr. Martin: That is right. 

Senator FLYNN: And the Government is satisfied it can negotiate success- 
fully within a period of a year or so, or less? 

Hon. Mr. Martin: Well, I am hopeful. This is a very difficult negotiation, 
senator. 

The CHAIRMAN: Senator Thorvaldson? 

Senator THORVALDSON: Mr. Minister, there is one question on which I might 
have heard you wrongly, but I thought you said it was the intention that the 
United States, particularly, would continue with its historic and treaty rights. 


I presume it is intended to negotiate with that country in regard to treaty 


interests and historic rights? 
Hon. Mr. Martin: Yes. Basically, of course, their position with respect to 


fishing rights will not be changed. What we are concerned with is that they _ 
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will not take a position which would make it difficult for us to extend to the 
limit we would like the principle of the straight baseline system. This is par- 
ticularly so with regard to certain bodies of waters in which we claim a 
proprietary interest. 

senator THORVALDSON: However, these treaty rights concern much more 
than just the question of the Paine. they concern the right of fishing in 
certain waters. 


Hon. Mr. MarTIn: Yes, which we do not propose to disturb. United States 
fishing will not be affected. ie what we are proposing to do. We have made this 
clear to them. 


Senator THORVALDSON: This is really my question, Mr. Minister. Therefore, 
it is not the intention to attempt to disturb in any way in perpetuity or at— 


Hon. Mr. MARTIN: Basically. 


Senator THORVALDSON: Or at least as long as this lasts, it is not intended 
in any way to negotiate with the United States on these matters? 


Hon. Mr. MARTIN: That is right. 


The CHAIRMAN: I thought I gathered from what the minister said that we 
would not negotiate in connection with the making of fishing regulations. 


Senator THORVALDSON: This was my question. I just wanted to know how 
far these negotiations would presumably go. It is just in regard to baselines 
and regulations and no more? 


Hon. Mr. Martin: That is right. There will be no disturbance of their treaty 
rights or what they regard as their historic fishing rights. The negotiation is 
not in that area whatsoever. The negotiation is with regard to the consequences 
of our application of a straight baseline system, in their mind. That is the 
area of negotiation. 


Senator THORVALDSON: May I ask also with regard to our treaty or treaties 
with France. Is it also expected that we will not be able to negotiate completely 
with regard to those treaties, or do you expect success in doing so? 


Hon. Mr. MArTIN: I think the situation with France is very satisfactory. 


Senator THORVALDSON: Does the Government hope that you might get a 
complete abrogation in due course of the French treaty? 


Hon. Mr. MARTIN: No, no, we do not intend to seek an abrogation of the 
fishing rights which France enjoys under treaty. 


Senator THORVALDSON: I take it, of course, you propose— 


Hon. Mr. MARTIN: We propose fully to respect treaty rights. We never 
intended in any way to take action that would involve in any way a diminution 
of treaty rights. 


senator THORVALDSON: Consequently this bill and the result of it could not 
possibly have as favourable a result as would have been the case if the 1960 
conference in Geneva had succeeded in approving of the resolution which was 
before it, even with the 10-year phasing out period. 


Hon. Mr. MARTIN: If it was intended in Geneva to abrogate treaty rights, 
that would be the case; but I am not so sure that that was the intention. What 
‘was sought there was the establishment of a 12-mile fishing zone by multi- 
lateral agreement. 

Senator THORVALDSON: Then would I be correct in saying that if historic 
and treaty rights are not to be negotiated with those countries, the results 
of this bill cannot be very considerable. 


Some hon. MEMBERS: Oh. 
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Hon. Mr. Martin: It will have tremendous effects. First of all “it will 4 


establish the 12-mile fishing zone, which is the objective. That is the achieve- 
ment. 


Senator THORVALDSON: I recognize that. 


Hon. Mr. Martin: That is what we are after and that is what we are going 
to do. No matter what happens to the negotiation, that is what we are going 
to do. That is provided in section 4 of the bill. 


Senator THORVALDSON: We do that unilaterally of course. 


Hon. Mr. Martin: That is the objective and we had recourse to this only 
as a last resort. The United States and France have certain historic rights, 
certain treaty rights, and we have made known we respect these. The answer 
to your question would have to be determined in the light of the nature of the 
catch, the worth of the catch of the two countries concerned. This will have a 
tremendous effect for us and will add considerably to the potential of the 
economic power of Canada’s fishing industry. 


Senator THORVALDSON: I was going to ask a question about respecting treaty 
rights and historic rights. The substance of my question was that it is pre- 
sumed that there will be no negotiations in regard to those rights on the basic 
element of the right to fish in certain waters? 


Hon. Mr. Martin: That is clear. We have made that clear. In the Prime 
Minister’s announcement of June 4, he said that we would fully respect these 
treaty and historic fishing rights. I would just like to go back to one other 
question. You drew an inference that what we would get out of this bill 
would be substantially what we hoped to get out of a successful international 
conference. It did not yield the result we wanted. 

That is not exactly the situation. We will be getting, as a result of this 
bill, unilaterally, a 12-mile fishing zone. But we will also be adjusting our ter- 
ritorial sea and our fishing zone on the basis of straight base fishing lines, which 
is new. 


Senator KINLEY: I submit that the present arrangement with the United 
States under the bilateral treaty is that there is 10 miles across the bays as a 
baseline. The United Nations has raised that to 24 miles. With regard to the 
rights of the Americans, I think that any rights they have in the restricted ter- 
‘ritory would be subject to the method of fishing. The municipal law or the treaty 
rights make them respect that. I have it right here and will quote it to you. 
It is the Agreement signed with the United States on July 20, 1912 and it says: 

In every bay not hereinafter specifically provided for, the limits of 
exclusion shall be drawn 3 miles seaward from a straight line across 
the bay in the part nearest the entrance at the first point where the width 
does not exceed 10 miles. 


The United Nations in 1959 raised that to 24 miles. I think Mr. Ozere will agree 
with me on that. Article 1 (1) says: 

All future municipal laws, ordinances, or rules for the regulation of 
the fisheries by Great Britain, Canada, or Newfoundland in respect 
of (1) the hours, days, or seasons when fish may be taken on the treaty 
coasts; (2) the method, means, and implements used in the taking 
of fish or in carrying on fishing operations; (3) any other regulations 
of a similar character; and all alterations or amendments of such laws, 
ordinances, or rules shall be promulgated and come into operation within 
the first fifteen days of November in each year; provided, however, in 
so far as any such law, ordinance, or rule shall apply to a fishery con- 
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ducted otacen the Ist day of November and the Ist day of February, 
the same shall be promulgated at least six months before the 1st day of 
November in each year. 


This whole question is the method of fishing—the machine method of 
fishing, the mass production by which the Russians, the Americans and our- 
selves have produced conditions that we think dangerous to conservation. 
At present we make our own fishermen stay outside 12 miles in the deep sea. 
Of course there was considerable ministerial discussion on this law. We only 
want them to do as we are doing ourselves, and I think that as far as 
American rights are concerned that is a fair proposition. 


Hon. H. RogsicHaup: I have very little to add to this except that, as has 
been said, the American fishery operation would not be disturbed. It has 
been made clear in our negotiations that any operation within Canadian waters 
will be subject to agreed Canadian fishery regulations. I think this is the point 
you had in mind. . 


Senator McCuTcHEON: I assume this means that you contemplate when this 
becomes effective, requiring the American trawlers, the large trawlers for 
example, to stay outside the 12-mile limit, just as ours are. 


Hon. Mr. RopicHaup: This is a matter which is under negotiation. This 
has been discussed between the Americans and ourselves. We cannot say at 
this time exactly what the decision would be but we are negotiating with the 
Americans as to their operation, the operation of their draggers and ours of 
similar size. 

Senator McCuTcHEoN: So you still have a situation where our fishermen 
using one type of equipment would have to stay outside, beyond the 12 
miles, and other fishermen using similar equipment would be able to fish 
within it? 

Hon. Mr. Martin: I think it will be possible to arrive at some under- 
standing with the United States which will provide through some conciliatory 
arrangements the application of rules to both countries. 


Senator McCuTcHEon: But that will involve negotiation? 
The CHAIRMAN: Yes, that is what he said. 


Hon. Mr. RoBICHAUD: We hope there will be finalized negotiations whereby 
there will be no discrimination between United States fishermen and our 
Canadian fishermen. 


Senator McCuTCHEON: Well, that is a matter for negotiation. 


Mr. Chairman, the minister in his statement referred to what would be the 
legal effect of this bill coming in and in the first place he referred to countries 
which had no historic fishing rights. He said they will not be able to come in, 
and he interjected, “at least, according to Canadian law.” Is there not the 
possibility they might come in, and if so, what happens? 


Hon. Mr. Martin: That was the point anticipated by Senator Brooks in 
his speech. He talked about enforcement. I think we have got to feel our way 
in this, senator. We will proclaim our law, and Canada will have to take every 
measure at its disposal to see that that law is enforced. After, of course, we 
-will have concluded certain arrangements with countries with which we are 
now negotiating, I am satisfied that they will respect our law. However, if they 
or any other country do not, we would regard that as a violation of our law, 
and would have to take those steps within our power to enforce it. 


Senator McCutTcHEon: Including going to the International Court of 
Justice? 


Hon. Mr. Martin: It could involve that, or could involve arbitration. 
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Senator McCuTcHEON: Coming to the baselines, you used the words, I 
believe, “includes Canadian, internal waters.’ Is the minister free to state 
what bodies he has in mind in that connection? 

Hon. Mr. Martin: Our case is pretty well based upon the submissions made 
by the Fisheries Council to the Minister of Fisheries last January. I can see no 
harm in my reciting the names of the bodies of water, although I don’t want 
to get into any detailed discussion about our position. The bodies are: Bay of 
Fundy, Gulf of St. Lawrence, Hudson Bay, Hecate Strait, Dixon Entrance, and 
Queen Charlotte Sound. 

Senator McCutTcHEON: So that really what the bill will do, when it be- 
comes fully effective, is to create some Canadian internal seas over which we 
exercise complete and absolute jurisdiction. It will create a territorial zone, 
which will be effectively larger than the present territorial zone? 

The CHAIRMAN: By the difference between sinuosity and straight lines. 

Senator MCCUTCHEON: Yes, and that might make quite a difference. 

The CHAIRMAN: Yes. : 

Senator McCutTcHeon: And create a nine-mile fishing zone outside that. 
Really, it is a series of negotiations of fishing rights which are on the base- 
line principle? 

Hon. Mr. Martin: Do you mind if I do not answer that, in the interest of a 
successful negotiation? 


Senator McCuTCHEON: I will not ask any question to embarrass negotiations 
at all. 


Hon. Mr. Martin: Thank you, honourable senator. With regard to the 


United States and France, there is no difficulty on the question of their inter- 


pretation of their fishing rights. 
Senator McCutTcHEON: I think you have answered my question. 
Senator THORVALDSON: I wonder if I might ask one more question? I want 


-to say to the minister that I do not ask in a critical way, because I am very 


pleased that a method has been found to deal with the problem, which I 
realize is a long term one. However, I think it is of some importance for the 
committee to know further in regard to the question that I asked some time 
ago, that is, whether the phasing-out period of ten years, which was 1960, 
and which I suspect was proposed by the United States delegation at the 
conference, did or did not include first the question of treaty rights—and 
perhaps it did not—but historic rights. I see Mr. Alan Gotlieb present, and he 
was at that conference. Possibly he can answer that question, because I feel 
that I want to express the view that certainly it is essential for us to negotiate 
in regard to historic rights sooner or later. 


Hon. Mr. Martin: The fact is that nothing happened at Geneva which 
would have abrogated or diminished the treaty rights enjoyed. 


Mr. Alan E. Gotlieb, Deputy Head, Legal Division, Department of External Affairs: 
As I understand it, sir, the conventions to be adopted at Geneva on those points 
would not have abrogated existing treaty obligations. They would have been 
solemn obligations, which once established one would be compelled to honour. 


Senator THORVALDSON: I quite realize that we could not expect information 
which would affect treaty rights, but what about historic richts?) Asvoir, 
Gotlieb knows, there is a serious question in the minds of, the majority of 
countries in the world on historic rights which continue to have any basic 
significance, because the rights held by the old maritime nations are not had 


‘by the new nations. 
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oe Re Mr. Gorutes: ‘Sir, I think the intention was that historic rights would be 

allowed for ten years, and after would cease; but unfortunately the countries 
of the world could not get agreement on that rule. 


Senator THORVALDSON: That is an answer to the question. 


Hon. Mr. MArtTIN: The senator points out, though, and this goes back to 
his earlier question to me, that if that conference had succeeded more would 
have been yielded from it than would have yielded from some aspects of the 
bill before us. I think we have to admit that is the case. But the conference 
did not succeed. Against that, we have in this bill the straight baselines that 
were not provided for at the conference. 


senator Brooks: Mr. Chairman, I would like to ask one question in that 
connection. Has Norway not adopted the phasing-out period? You were speak- 
ing about the phasing-out period and the conference in Geneva of 1960, and 
I.am asking if Norway had not adopted that phasing-out period as far as other 
nations were concerned? 


Mr. GOTLIEB: I believe Norway has been involved in rather a series of 
negotiations with other countries, and in some cases, in any event, they have 
been seeking a phasing-out period. 


Senator BRooKS: Without too much success? 


Mr. GOTLIEB: I believe they had some success with certain countries, but 
they have been negotiating on this for quite a while. 


Senator THORVALDSON: There is one more question that I think should be 
on the record. Canada, of course, supported the resolution which included the 
10-year phasing-out period; isn’t that correct? 

The CHAIRMAN: Any other questions? 


Senator KINLEY: I should like to put on record, Mr. Chairman, something 
I shall read from volumes I to III of the “Conference on the Law of the Sea,” 
under “Fishing Rights”. This is from the official records of the United Nations. 


Article 13 reads: 
If a river flows directly into the sea, the baseline shall be a 
straight line across the mouth of the river between points on the low- 
tide line on the banks. 


Now, with regard to “going it alone,” as it is called, I should like to read 
from page 139, article 6, which is an interpretation: 
A coastal state has a special interest in the maintenance of the 
productivity of the living resources in any area of the high seas ad- 
jacent to its territorial sea. 


Then article 7: 


Having regard to the provisions of paragraph 1 of article 6,— 
—and that is the one I read— 


—any coastal State may, with a view to the maintenance of the pro- 
ductivity of the living resources of the sea, adopt unilateral measures 
of conservation appropriate to any stock of fish or other marine resources 
in any area of the high seas adjacent to its territorial sea, provided that 
negotiations to that effect with the other States concerned have not led 
to an agreement within six months. 


That is definite. You have to justify it afterwards, and the question was 
asked if there was any appeal from this. There is no immediate appeal, but 
you have 12 months to work it out, and then there can be an appeal. 
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Article 8 says, in part: 
2. If no agreement is reached within twelve months, such State may 
initiate the procedure contemplated by article 9. 


And article 9 says: 


4. The commission shall determine its own procedure, assuring 
each party to the proceedings a full opportunity to be heard and to 
present its case. It shall also determine how the costs and expenses 
shall be divided between the parties of the dispute, failing agreement 
by the parties on this matter. 


That would take about three years to carry out afterwards. It seems to me 
that the way you proceeded by unilateral negotiation is the way it is intended 
in the charter. 


Furthermore, I said there was 24 miles. 


4. If the distance between the low water marks of the natural 
entrance points of a bay does not exceed 24 miles, a closing line may 
be drawn between these two low-water marks, and the waters enclosed 
thereby shall be considered as internal waters. 


5. Where the distance between the low-water marks of the natural 
entrance points of a bay exceeds 24 miles, a straight baseline of 24 
miles shall be drawn within the bay in such a manner as to enclose 
the maximum area of water that is possible with a line of that length. 


Then paragraph 3: 


For the purpose of measurement, the area of an identation is that 
lying between the low-water mark around the shore of the indentation 
and a line joining the low-water marks of its natural entrance points. 
Where, because of the presence of islands, an indentation has more 
than one mouth, the semi-circle shall be drawn on a line as long as the 
sum total of the lengths of the lines across the different mouths. Islands 
within an indentation shall be included as if they were part of the 
water area of the indentation. 


That defines what the United Nations have done since we made our agreement 
with the United States. 

I want to say with regard to the treaty rights of France and the United 
States, I think their presence on the coast of Newfoundland makes their in- 
terests almost similar to those of Newfoundland. I also wish to say that they 
had the right to cure and dry fish. That was outmoded 50 years ago; the 
Americans do not do that any more in Newfoundland. 

Furthermore, the right to fish in perpetuity let them go up the coast line. 
They had that right on the west coast of Newfoundland, and I do not think 
you ean do much otter trawling on the west coast of Newfoundland because it 
is too rocky. The treaty coast also extends from Ramea Island to Cape Ray, 
and also on the coast of Labrador and the Magdalen Islands. But surely they 
will not dare to go inside the three-mile limit, and if we make it 12 miles the. 
Americans and we must conform to the same thing. We have to have equal 
rights because we must stop mass production on the coast for the protection 
of the inshore fishermen. 


The CHAIRMAN: Are there any other questions you want to ask the minis- 
ter? I should point out to you, for your guidance, we have here the Minister of 
Fisheries, Mr. Robichaud, and his Assistant Deputy Minister, Mr. Ozere; and 
from the Justice Department, Mr. Affleck, the Assistant Deputy Minister. Mr. 
Martin has his assistant, the Assistant Under Secretary of State for External 
“Affairs, and Mr. Gaskell of the Cabinet Secretariat. We also have present Mr. 
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O’Brien of the Fisheries Council of Canada; and the Department of Transport 
represented by Mr. Macgillivray, who is ihe assistant counsel. 

If there is any point on this bill, legal or factual, on which you want 
further information we have a large array of witnesses here, and it is for the 
committee to decide to what extent they want to hear them. 


Senator Brooks: I understood that the special reason for having this meet- 
ing this morning was to hear Mr. Martin, who is leaving the country and who 
would not be available for some time. This is a great array of information that 
we would have. 


The CHAIRMAN: I am offering it to you. 
Senator BRooKs: But are we to take it all at one gulp? 
The CHAIRMAN: Your capacity is pretty good, Senator Brooks. 


Senator Brooks: Not that good. I think we should hear the Minister of 
Fisheries, and then perhaps these other gentlemen could attend later. 


The CHAIRMAN: I was going to suggest we could excuse Mr. Martin now, 
who has other duties to attend to. I want to thank him on behalf of the com- 
mittee for the excellent presentation he has made. 


Senator Brooks: And we wish him bon voyage. 
Hon. SENATORS: Hear, hear. 


The CHAIRMAN: Now, Mr. Robichaud. Gentlemen, we have the Minister of 
Fisheries present. Are there any questions you would like to direct to him, or is 
there a statement you would like to make, Mr. Robichaud, in addition to what 
Mr. Martin has said? 


Hon. Mr. RosicHaup: Honourable senators, no, I do not think there is 
any need for any additional statement. My colleague has covered the whole 
aspect of the bill. 


Senator Brooks: There were certain phases which he did not mention, 
as Senator Kinley mentioned, and that is the preservation of the fish and 
the fisheries our fishermen have in certain areas where outside fishermen come 
in to trawl. I think we would like to have a statement on that. 


Hon. Mr. RoBIcHAUD: Mr. Chairman, I understand that the matter raised 
by Senator Kinley has to do with fishing on the high seas and, as we all know, 
we have international commissions which are dealing with that aspect of the 
problem. We have, on the Atlantic coast, the ICNAF—the International Com- 
mission of North Atlantic Fisheries—where all the countries interested in the 
fishing operation of the North Atlantic area are part of this commission. On the 
Pacific coast we have also a number of commissions, such as the North Pacific 
Treaty, and others. So the matter raised by Senator Kinley had to do particu- 
larly with this aspect of the fishery. Besides that, as has been mentioned by 
my colleague, the present interpretation of the baseline will by itself give 
additional protection to our inshore fishermen. 

Senator BarirD: That is the very purpose of the bill, I presume? 

Hon. Mr. ROBICHAUD: Exactly. I could also add, for the information of 
honourable senators, that it is our intention and we are now considering 
applying special fishery regulations to certain areas, particularly on the At- 


-_ Jantic coast where there is a very active inshore fishery. This we will do for 


oe 


the specific protection of our inshore fishermen. 


Senator HoLLetTT: I am very happy to hear that. I am from Newfoundland. 
I am sorry I came in late, and I did not hear the honourable minister at all. 
As I came in late, this may have been touched on. In regard to the base fixing 
the geographical co-ordinates, has it been determined where these points will be 
located? Take Placentia Bay, for instance—there are others too—can you tell 
us whether these co-ordinates will protect the whole bay or only part of it? 
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Hon. Mr. Rosicuaup: I think this matter has been covered by my colleague, 
the Secretary of State for External Affairs, and it has been made very clear — 
that at this time, while negotiations are still going on—and as has been men- 
tioned, we have completed the first phase of our negotiations and we are now 
getting down to details—it would not be fair to some of the countries involved 
if we made public now the exact points which would be used. But I think it 
has also been clarified, to some extent, by my colleague when he mentioned the 
proposal that was made to the Government in January, 1963 by the Fisheries 
Council of Canada, and he said we have particularly used that proposal that 
was made to the Government as a matter of discussions or negotiations with the 
countries interested. 


Senator HOLLETT: How are we going to know whether to support this bill 
or not, if we do not know what part of our coast is going to be affected? You 
say it would be unfair to say so now? 


Hon. Mr. Rosicuaup: If we made public now the co-ordinates by which | 
the order in council wil be determined, which this Government gives power 
to make by enabling legislation—I want to repeat what has been said by my 
colleague—it would not be fair. It could render more difficult our negotiation. 
I repeat what he said, that the basis of our negotiation has been the proposal 
made to the Government by the Fisheries Council. This is a public document 
and I think, Mr. Chairman, that if anyone goes through those proposals, he 
will have a pretty good idea of the basis on which the discussions are taking 
place. 

Senator Brooks: May I ask the honourable minister this. He says, “We 
have completed our first phase of negotiations’. How many phases does he 
expect the negotiations to comprise, and what were the first phases of the 
negotiations? Could he tell us that, or how far we have got with it? 


Hon. Mr. Ropicuaup: The phases of negotiations have been different with 
different countries. For. example, with the United States we have met with 
them on three or I could say four different occasions because personally I had 
a special meeting last week with them. With some of the other countries, they 
have sent their representatives. We have made clear to them what our intent 
was. We have made clear to them on what basis we were prepared to have 
discussions or negotiate. 


Senator Brooks: For instance, you have made it clear to them that you 
have an intent to have the Bay of Fundy as territorial waters? 


The CHAIRMAN: As an inland sea? 


Hon. Mr. RopicHaup: If you want this as an example, I am not prepared 
to say this was the term that we have used, but we have made clear to them 
what our intentions were, to establish a new territorial sea which would have 
three miles based on headland to headland and then with a nine miles fishing 
zone as provided by this bill. 

Senator HoLLeTT: Would it be fair to say with what countries you have 
negotiated? 

Hon. Mr. Roprcuaup: Yes we have negotiated already with the United 
States, France, Norway, Spain, Portugal, United Kingdom, Denmark, Japan 
and Italy. 

Senator Hotuett: Not with the U.S.S.R.? 

Hon. Mr. RosicuHaup: Not at this stage. 

Senator THORVALDSON: Why has all this negotiation been necessary with 
these countries? I presume you would be able to follow the principles laid 
down or set forth in the Anglo-Norwegian case of 1951, and I would have 


-thought, that fixing our baselines, was our own business more than anyone 
else’s. 
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aoe Mr. RoBICHAUD: It is ae Mr. Chairman, that it has been made 


ae a aiaee we are taking a unilateral position; but the Prime Minister made a 
statement in the House on June 4—and I think could read the last paragraph 
 —making it very clear it was the intention of the Government that, before 


proceeding in taking this unilateral position, the countries faa would 
have a chance of discussing with us, that we would make it clear to them what © 


‘our position was and then we would have discussion with them. 


Senator THORVALDSON: Did he specifically refer to the question of 
baselines? 

Hon. Mr. RopicHAup: He referred to the whole proposal. We are taking 
a unilateral position on baselines, on territorial sea and on fishing zones. Those 
were the three points mentioned by the Prime Minister in his statement. The 
last sentence of his statement in the House said: 


Discussions will also be opened as soon as possible with other countries 
affected, and it is our hope and belief that we will be able to reach 
agreement with such countries on mutually satisfactory arrangements. 


This is the procedure that we have been following. 

Senator HOLLETT: In other words, that order in council under section 5 
will depend on negotiations you have with the various countries fishing off 
our coast? 

Hon. Mr. RoBIcHAUD: To some extent, yes. 

The CHAIRMAN: I would say, if agreements are reached. 


Senator HoLLEeTT: If agreements are reached, that will be quite simple. 
But if no agreement is reached? 


The CHAIRMAN: Then we have to take our own course. 


Senator KINLEY: I would like to say something which would be of interest - 
to fishermen. You must put lighthouses on the points of the coast from which 
these lines are to be measured, so that there will be no question of their not 
knowing where the demarkation lines are. 

The United Nations say that you must put up a lighthouse on the points 
in the bays from which these lines are measured so that there will be no 
trouble among the seamen, no confusion, and they will know whether they 
are inside or outside the line. 


Hon. Mr. RopicHauD: When the maps have been drawn up, as was men- 
tioned by my colleague from the department concerned, they will be made 
available to the countries who are operating in our waters. They will know 
just as well as they know at present where the three-mile limit is. 


Senator KINLEY: They do not want to take the wrong light. | 
The CHAIRMAN: Then we would have to work out a system of colours. 


Senator FLYNN: I think there is some contradiction between the answer 
we obtained from the Minister of External Affairs and the answer given by — 
the Minister of Fisheries now. If we were not to establish a 12-mile fishing 
zone, but only to define the territorial sea of three miles with a straight base- 
line, we would have to negotiate. | 


Hon. Mr. RospicHaupb: If we limit ourselves? 


Senator FLYNN: To establish the three-mile territorial sea based on a 
straight baseline. 


Hon. Mr. RopicHaupb: Mr. Chairman, I think the question is, we would have 
to negotiate? 


Senator FLYNN: Yes. 
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Hon. Mr. RopicHaup: No, I do not think we would have had to negotiate but 
we would have had to have enabling legislation to do it, because it affects five 
or six different bills. 

Senator FLYNN: That may be; this is only a legal question. 

The CHAIRMAN: Senator, even the three-mile territorial sea as provided 
for in this bill, the location and the area that it will occupy, will be different 
by reason of being based on straight baselines as against the sinuosities of the 
coastline. 

Senator FLYNN: I agree, but the Minister of External Affairs said, if I am 
right, that the rules laid down in the Anglo-Norwegian case were generally 
accepted, that we could base a baseline on straight lines. 

The CHAIRMAN: I understood what the minister said was that that was 
their interpretation of that case. 

Senator FLYNN: I think he went further than that and said it was prac- 
tically the accepted rule now. 

Senator THORVALDSON: That was my point a moment ago. 

Hon. Mr. RopicHauD: I might go a little further than I did when I first 
answered the question. Negotiations would still have been possible, because 
even if we were only establishing a new territorial sea based on headland to 
headland, it would affect countries like France and the United States which 
have treaties with us, and to some extent, probably to a lesser extent, it would 
also have affected other countries which have established historic rights. 

Senator BRooKs: That would be in closed bays, and so on? 

Hon. Mr. RopicHauD: Small bays and inlets. 

The CHAIRMAN: And the extent to which the territorial area was being 
involved. 

Senator FLYNN: It seems to me that the treaty rights and the method of 
drawing lines are two things entirely different and that we can very well 
establish a territorial sea of three miles based on straight baselines and, consid- 
ering that the treaty rights of France and United States are not affected thereby, 
they would apply to other countries and those countries in other respects. 


Hon. Mr. RopicHAup: This is a legal point which is a little difficult. 

Senator FLYNN: I was merely asking you did you negotiate on this par- 
ticular point? 

The CHAIRMAN: Usually, Senator Flynn, but there are exceptions to the 
general laws sooner or later. 


Senator FLYNN: I will have questions to put to the representative of that 
department. 


Senator HoLLett: I did not hear the honourable minister. I am thinking 
of places in Newfoundland. I am sure the honourable minister has dealt with 
that. From one point, my indication is that it is about 100 miles. So it would 
appear that a large part of any bay would bé open to foreign competition. That 
is important to our fishermen and to our livelihood. I wonder if the minister 
could make that clear. 


Hon. Mr. RoBicHAuD: We realized the importance and, for the protection 
of our fishermen, have certain of those bays closed by the establishment of a 
line, headland to headland. But again I think I agree with what my colleague 
has said, if we gave details on certain points, whether it should be ten miles 
or five miles, we would have no more justification than if it were 100 miles or 
90 miles. That is why I referred the honourable gentleman to the proposal that 
was made to us by the Fisheries Council. I am sorry, but again I have to limit 
my reply on the point to that. 
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Senator HOLLETT: That is all I want to know. It has not been established 
yet. 
Senator McLEAN: Mr. Chairman, I have something I wish to call to the 
minister’s attention. About two weeks ago I read an item in the Christian 
Science Monitor from the New York Times. Senator Henry Jackson, a sen- 
ator from Washington, and one of the most influential senators in the United 
States Senate, asked the question if any assurances had been made to Canada 
that historic and treaty rights would be preserved if this bill went through. He 
did not get an answer. He spoke, of course, of the west coast, and of some his- 
toric fishing places there off the coast. Another senator said, ““We are buying 
$140 million worth of fish in Canada every year, and this matter should be 
looked into.” Apparently the Senate did not have any information at that time, 
at least Senator Jackson did not get it. 


The CHAIRMAN: That does not prove they did not have it. 


Hon. Mr. RoBIcHAuUD: They started to ask for details of negotiations that 
had taken place. It could make it much more difficult for us to arrive at a 
favourable agreement with them; and I can add that it has also been mentioned 
that retaliation might be taken, as you have mentioned, vis a vis our exports. 
This matter has never been in question, has never been brought up in our 
negotiations. We were discussing the fishery operation, the baseline, the terri- 
torial sea, and the fishing zone. 


The CHAIRMAN: Any other questions? 


Senator HOLLETT: Is there no question of bringing the matter again before 
the United Nations before the weeks pass? It almost succeeded, you know. 


Hon. Mr. RopicHAupD: My colleague, again, has referred to that possibility, 
Mr. Chairman, but we all know that it would have taken probably many years, 
or a number of years, before the United Nations may have accepted to discuss 
this matter again, which came so close in 1960 to being accepted. In the mean- 
time, certain countries whose operations are being activated year after year 
off our shores may have established historic fishing rights which they would 
have claimed then, and this is one of the main reasons for the Government to 
proceed at the earliest possible date with the implementation of this legislation. 

Senator THORVALDSON: We have been talking a lot about treaty rights. Is 
one of the treaties involved the Washington Treaty of 1871, which gave the 
United States rights particularly on the east coast? 

Hon. Mr. RoBIcHAUD: Mr. Chairman, the main treaty involved is the treaty 
of 1818. 


Senator KINLEY: I do not think the fishing rights under the Washington 
Treaty exist any more. 


Senator THORVALDSON: That is the point I wanted to make. 
Hon. Mr. RopicHaup: No; I am told the 1871 treaty is not in effect. 


Senator THORVALDSON: So the treaty rights essentially of the United States 
and Canada result from the 1818 treaty? 


Hon. Mr. RoBICHAUD: That is right. 
Senator Brooks: That is on the east coast? 
Hon. Mr. RoBICHAUD: That is right. 


Senator THORVALDSON: I take it, then, there is no intention whatsoever to 
try and renegotiate the 1818 treaty, even in the light of developments in 
international law since that time, concerning fishing? I want to see if we can 
get a clear answer to that. 


Hon. Mr. RospicHaubD: Mr. Chairman, I can add again what my colleague 
said. Not at this stage. We have not taken any decision to renegotiate this treaty. 
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The CHAIRMAN: Any other questions? | | 

Senator WuiTE: The witness speaks about the fishing rights of the entire 
Canadian waters. Have Canadians under this treaty any rights to fish. in 
American waters? 

Hon. Mr. RogicHaup: I could add at this time that it has been made clear 
the Canadian fishermen should have the same rights, that should the day come 
when the Americans decide to impose a 12-mile limit, or its like, we. should 
have the same historic rights as their fishermen have in our waters. | 


Senator WHITE: But at the present time do Canadians fish down there? 
Hon. Mr. RopicHAup: Yes, they do. 


Senator KINLEY: Under the Washington Treaty Canadians had reciprocal 
rights on the American coast. That had been abrogated by the Americans. 


The CHAIRMAN: Any other questions for the minister? 


Senator ASELTINE: Mr. Chairman, I should like to know what organizations 
in Canada have been notified of these meetings to consider this bill. I believe 
the Fisheries Council of Canada had been notified, and are presently repre- 
sented today? 


The CHAIRMAN: That is right. 


Senator ASELTINE: It is a large organization—with headquarters in Ottawa, 
and embraces 15 regional fish trade associations. There is also the Vessel Owners 
Association of British Columbia, Vancouver, B.C.; the Newfoundland Federation 
of Fishermen, St. John’s, Newfoundland; the Fishermen’s Union; the United 
Truckers of Vancouver, B.C.; the Newfoundland Association of Fish Exporters 
Limited, St. John’s, Newfoundland. I think these organizations, if they have 
not been notified, should be notified, so that they can make representations if 
they wish to do so. 


The CHAIRMAN: I think the minister has an answer to that. 


Hon. Mr. RospicHaup: Perhaps I could clarify the position. I mentioned 
before that representations had been made last January 1963 by the Fisheries 
Council of Canada. In January this year we had, as you all know, the Federal 
Fisheries Conference, where all provinces were represented, and where the 
industry, or any fisheries organizations were invited to present their briefs. 
We had at the time representations made by some of the organizations you have 
mentioned, senator, in addition to this, at the time of the Fisheries Council 
meeting in Charlottetown on April 20, I personally met with the ministers of 
fisheries for the Atlantic provinces and the representative from the Quebec 
Government, where we discussed in as much detail as we could the implications 
of legislation which at the time we had decided to present, either to the House 
of Commons or to the Senate. So the representations have been made, the view 
of the different groups have been expressed. 


Senator ASELTINE: But since that time this bill has been introduced. 


The CHAIRMAN: But I understood the minister to say that the proposals 


incorporated in this bill were discussed with these people he met. 


Hon. Mr. RosicHAup: That is right; not the details of the bill, because the 
bill had not been introduced. 


Senator ASELTINE: I still think they should be notified that the bill has 
been introduced so that they can satisfy themselves if the bill does comply 
with what they feel should be in it. 

The CHAIRMAN: Mr. O’Brien, Manager of the Fisheries Council of Canada 
is here. Since you are here, Mr. O’Brien, would you come forward? Mr. O’Brien 
is subject to any questions which you wish to ask relating to the bill. 


Senator ASELTINE: Perhaps he has a statement that he would like to make, 
and we could question him later. 


; 
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Mr C. (Gorden O’Brien, ‘Moncoer: Fisheries Council of Canada: Mr. Chairman 
“ ‘gad honourable senators, I really have no statement. We made our statement 
a year ago last January— 


Senator ASELTINE: Not before this committee. 


Mr. O’BRIEN: —and it appears from the comments this morning we are 
pretty well stuck with it. 


Senator LEONARD: Perhaps Mr. O’Brien might file with the committee 
a copy of the statement which the Council made so that it could be made part 
of our file record. 


The CHAIRMAN: This will be appended? 
Senator LEONARD: Not printed; just made available to us. 


Senator SMITH (Queens-Shelburne): Mr. Chairman, how large is the 
- document? Is it very extensive? 


The CHAIRMAN: The document itself is only eight short pages? 


a mh TaN a ae 


: Senator ASELTINE: I move it be printed as an appendix. 


The CHAIRMAN: I take it these are the member associations of the Fisheries 
Council of Canada who supported this brief, and I see their names on page 
11 of this memorandum: 


ee ne ee a? eee ee ” 
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Atlantic Fisheries By-Products Association, 
Halifax, N.S. 

Canadian Atlantic Salt Fish Exporters Association, 
Halifax N.S: 

Fish Distributors Association of Ontario, 

Toronto, Ont. 

Fisheries Association of B.C. 

Vancouver: BC. 

Frozen Fish Trades Association Limited, The 

St. John’s, Newfoundland 

Lake Erie Fisheries Council, 

Wheatley, Ont. 

Montreal Fish Merchants Association, 

Montreal, P.Q. 

New Brunswick Fish Packers Association, 

i Moncton, N.B. 

| Nova Scotia Fish Packers Association, 

Halifax, N.S. 

Prairie Fisheries Federation, 

Winnipeg, Man. 

P.E.I. Fisheries Federation, 

Charlottetown, P.E.I. 

Prince Rupert Fishermen’s Cooperative Association, 
Prince Rupert, B.C. 

Prince Rupert Wholesale Fish Dealers Association, 
Prince Rupert, B.C. 

Quebec Fish Producers Association, 

Quebec, P.Q. 

Quebec United Fishermen, 

Montreal, P.Q. 


ee at  . he 
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These constitute the group in respect of which this presentation was made 
by the Fisheries Council of Canada to the Government, is that right? 


oe 
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Mr. O’BRIEN: Yes. 

The CHAIRMAN: I see no reason why it should not be printed as an > 
appendix to our printed proceedings. Are the members of the committee in 
favour of that? 

Hon. SENATORS: Yes. ; 

(For the text of brief, see Appendix “A” to to-day’s proceedings.) 

Senator Brooks: Perhaps while Mr. O’Brien is here he could let us 
know some of the main recommendations made by his Council to the Govern- 
ment. 


Senator THORVALDSON: Before that is printed in the record, I think we 
should know if it deals exclusively with the problem we are considering? 


Senator Brooks: That is the point I wanted to make. 


The CHAIRMAN: Even without reading it, I just look at the table of 
contents and it says: 


Introduction. 

National Waters. 

Straight Base Line. 

Breadth of Territorial Seas and Exclusive Fishing Zone. . 
Historic Fishing Rights. 

Unilateral Declaration and Enforcement. 

Conclusion. 


Senator Brooks: Yes, those are all points it would be very interesting 
to hear Mr. O’Brien’s comments on. 


Mr. O’BriEN: Perhaps I could read the six points in the conclusion, where 
we summarize the brief? 


The CHAIRMAN: That is page 8. 
Mr. O’BRIEN: 


Action by the Government of Canada is required to: 
1. declare certain bodies of water as Canadian national waters. 


We specify certain bodies in the brief and illustrate them on the maps which 
we attach to the brief. 

Senator Brooks: The list is not long? 

Mr. O’Brien: No. I will not read it in its entirety, but just hit the high- 
lights. Dixon entrance and Queen Charlotte Sound, on the west. On the 
Atlantic coast, the Strait of Belle Isle, the Gulf of St. Lawrence and the Bay 
of Fundy—recognizing at the same time we had already declared Hudson 
Bay as national waters. Those were the specific items. . 

Again referring to the conclusion: 

2. establish a straight base line to enclose the national waters, 
3. proclaim an exclusive fishing zone to seaward of the base line, 
4. recognize and negotiate historic treaty fishing rights, 
Senator THORVALDSON: May I ask a question here? What do you mean by 


“historic treaty fishing rights’? There are treaty rights and, as I understand it, 
there are historic rights, and they are entirely different. 


The CHAIRMAN: This is developed in some paragraphs in this brief. Would 
you like some of it read? 


Senator THORVALDSON: No, that is all right. 
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Mr. O’Brien: It is perhaps the most lengthy pee of the brief, the ex- 
planation of historic fishing rights. . 


Senator Brooks: What was your main reason for recommending the 
recognition of the historic rights? Was it trade with the United States? 


Mr. O’BRIEN: We have treaties with two of the countries involved. The 
plain fact is we know the Portuguese have been fishing there longer than we 
have, probably, and with a situation like that negotiation would OD aoe 
be necessary. 


The CHAIRMAN: And desirable? 


Mr. O’BrRIEN: Yes, and desirable. I think, basically, I could not put it any 
more plainly than that, sir. 


5. make a unilateral declaration with regard to the aforesaid decisions, 
and 


6. enforce the above progressive steps. 


These are the six points summarizing it. 

Senator HOLLETT: How do you propose enforcing them? 

Mr. O’Brien: We left that to the discretion of the people to whom we 
presented the brief. 


Senator Brooks: Did you make any different recommendations on the con- 
servation? 


The CHAIRMAN: The conclusion generally follows what Mr. O’Brien has 
enumerated: 


The Fisheries Council of Canada is aware that positive action in 
implementing the aforesaid progressive steps by the Government of 
Canada will not solve all the problems of the Canadian Commercial 
Fishing Industry. It will, however, bring about the orderly development 
of sound programs of fishery conservation and management for the bene- 
fit of present and future generations of Canadians. 


Mr. O’BRIEN: I think too, in the introduction to our brief you will see, 
when you read it, it is the conservation aspect which prompted this approach 
to the Government; this is our main concern. 


Senator THORVALDSON: Mr. O’Brien, did you make any recommendation 
in regard to what you would like the Government to do concerning the treaty 
rights of other countries? You referred to the two countries that had treaty 
rights. 


The CHAIRMAN: At the bottom of page 6 there are some recommendations. 
Mr. O’BRIEN: 


It is, therefore, recommended that, in view of these long-standing 
Treaties which exist on both coasts, that the Government of Canada im- 
mediately enter into negotiations with France and the United States with 
the objective of reaching a mutual understanding with regard to their 
historic fishing rights in Canada’s national waters as enclosed by the 
proposed base line. 

Nations not having treaty fishing rights with Canada would be 
denied access to the marine resources in Canadian national waters. 
With regard to these nations, the Fisheries Council proposes that the 
Government of Canada implement Clause No. 3 of the joint Canada- 
United States proposal as submitted to the 1960 Law of the Sea Con- 
ference. This clause provides that any nation whose vessels have made 
a practice of fishing in the outer six miles of Canada’s proposed exclusive 
fishing zone for the immediate preceding five years would have the 
right to continue to fish for a period of ten years. 
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Perhaps I should explain fat reference to six miles. Our prctcuat £5 the oa 


Government was for a six-mile territorial water plus a six-mile fishing zone, _ 


based on the 1960 resolution which did not quite succeed at Geneva. Hee 
we are quite happy. What we were concerned about was the 12-mile fishing 
zone from the straight baseline. Whether it is three-and-nine or six-and-six 
really makes no difference as far as we are concerned. 


Senator Isnor: I wonder if Mr. O’Brien would care to comment with 
respect to the bill now before us, as to whether it meets the main suggestions 
as outlined in the brief? 


Mr. O’Brien: I think, Mr. Chairman, I cannot comment very specifically 
on this bill. It is enabling legislation. I think we are going to be very interested 
when the Government has concluded its negotiations with the countries in- 
volved and tells us, as well as members of Parliament and the honourable sena- 
tors, just where these lines are going to go. We do support in principle the 
procedure of getting legislation on the books so that we do not have to run 
too many more years before the Russians say to us: “We have been fishing 
long enough to have historic rights.’ At least, this establishes a date on which 
we took some definite action and which we can point to. The fact that it may 
take a little longer than some of us would like to establish co-ordinates, and 
so on, is not a serious matter. We would support getting this thing on record, 
that we are taking action to implement the Government’s announced intention. 


Senator Barrp: In other words, you are anxious to see that it gets on the 
statute book? 


Mr. O’BRIEN: Yes. 


Senator PuiLturps: In the Fisheries Case, they were very definite on the 
fact that they wanted certain waters declared as international waters. I wonder 
whether Mr. O’Brien would declare whether this bill meets that request or not. 


Mr. O’BriEN: I guess I would have to give the same answer, that the bill 
is is not specific in regard to these things and until agreements have been 
reached with other countries we would not be able to say whether we are 
satisfied with what the Government has done, until they tell us what exactly 
they are going to do. 

The CHAIRMAN: To tell you where the straight baselines are going to be 
located? 


Mr. O’Brien: And what bodies of water will be enclosed. We would hope 
that all those we have suggested would come within the new baselines. 


Senator PurLuips: If the co-ordinates to be published later on follow those 
suggestions, you believe they would include all the waters you want. 


Senator THORVALDSON: Mr. O’Brien, I do not think you could answer this 
question. I am referring now to the east coast of Canada. Could you give the 
relationship and the adverse effect on Canadian fisheries by, first, the fishing 
that is done on the east coast under treaty rights; and then, on the other. 
hand, the fishing that is done by various nations either under historic rights 
or simply by the rights that they consider they have from international law 
at present? 


Mr. O’Brien: The fishing that is done under treaty rights is almost 
insignificant in the total picture. 


Senator ASELTINE: I understand the brief will be printed as an appendix. 
The CHAIRMAN: That is right. 


Senator Ho.tuett: Might I ask if this 12-mile lmit ail assist in the 
protection of our sealing industries on the front, as it is called, on the east 


‘coast. Has that been considered? 
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_ Mr. O’Brien: I think that it would assist. I know that the sealing industry 


oa of Newfoundland particularly is very much concerned over this matter and 


would perhaps like to see the baseline in one or two places extended much 
farther out than we proposed originally. 


senator PHILLIPS: Following on Senator Hollett’s question, I believe the 


minister in Charlottetown made a statement along that line. Perhaps he would 


like to comment on it? 


Hon. Mr. RopicHaup: If I am allowed to comment on it, I may say it will 
affect the sealing operations within the 12-mile zone and waters that will be 
declared Canadian waters. Outside of that, on the high seas, I want to repeat 
that we are attempting to bring into force the protocol of I.C.N.A.F. and it 
will be discussed at the annual meeting in Hamburg in June. 


The CHAIRMAN: Are you ready to examine the bill clause by clause? 


Senator Brooks: Are there any other people who should make rep- 
resentations? 


The CHAIRMAN: Let me go over the list of those who are here so that 
we can see whether there is anyone you would like to call. We have Mr. 
Wershof, Assistant Under Secretary of the Department of External Affairs; 
Mr. Gaskell; Mr. Affleck, Assistant Deputy Minister, Department of Justice, 
who is here on legal aspects. We have the minister; you have heard Mr. 
Robichaud. We have the assistant deputy minister, Mr. Ozere. From the 
Department of Mines and Technical Surveys we have Mr. Gray, Chief 
Dominion Hydrographer, and Mr. Cooper of the Dominion Hydrographic 
Survey Branch. We have had Mr. O’Brien. We have the Department of Trans- 
port, represented by Mr. Macgillivray, who is Assistant Counsel. Are there 
any of these men you would like to hear? 


Senator Brooks: Certain legal points were brought up this morning 
which neither the Minister of External Affairs nor the Minister of Fisheries 
cared to answer. I would think that the legal representatives of the Depart- 
ments of External Affairs and Justice should be heard. 


Mr. J. D. Affleck, Assistant Deputy Minister, Department of Justice: I can speak 
for the Department of Justice. I think, gentlemen, that the legal experts in the 
Department of External Affairs are probably more familiar with this. 


The CHAIRMAN: We could gather them round, too. 


Senator FLYNN: My question is that which I put before. The present 
baseline mentioned in paragraph 3 of article 5, baselines which remain in effect 
until there is an order in council adopted under this bill—under what authority 
are they established? 


Mr. AFFLECK: There is no existing legislation or in fact anything describing 
baselines at all. There is no general legislation. 


Senator FLYNN: Who has established in fact those baselines? 


Mr. AFFLECK: I do not know any statute describing baselines. If one were 
to consider what is a baseline now on one part of the coast, one would have to 
consider the established feature of the coast in any case. It could be the low 


- water mark, it could follow the historic bays, or the harbour works. 


Senator FLYNN: There is nothing in our statutes that would give any 
legal value to any baselines which are presently applicable, as mentioned in 
paragraph 3 of article 5 of this bill? 


Mr. AFFLECK: There is no general statute which now provides for the 
creation or description of baselines. 


Senator FLYNN: Nothing special? 
20764—3 


34 STANDING COMMITTEE 


Mr. AFFLECK: There is of course now in the case of a couple of statutes, 
for their own specific purposes. In the Customs Act you have a definition of 
Canadian waters; it does not prescribe a baseline but there is a definition of 
what is intended to be included in that act. You have also in the Coastal 
Fisheries Protection Act a definition—I am not sure what the existing term 
is—the Canadian territorial waters for the purpose of that act—but again these 
are definitions in specific statutes for the purposes of those statutes; and there 
is no general law. 

Senator FLYNN: Could we conclude, therefore, that you could establish 
straight baselines without this legislation, which would be as valid and as 
applicable as the present baselines. This does not improve the situation? 


Mr. AFFLECK: I am not quite sure how you could do it. I suppose people 
could draw maps and put lines on them, but I suppose it would be better to 
have some statutory authority before that takes place. 


Senator Cook: In other words, you have no statutory authority to draw 
lines on the maps? 


Senator FLYNN: The baselines are prepared by the Department of Mines 
and Technical Surveys? 


Mr. AFFLECK: I do not think there is any map showing existing baselines. 


Senator FLYNN: To what are we referring in this paragraph 3, article 5 
when we say “Baselines remain those applicable immediately before the 
coming into force of this section”? It must refer to something factual. 


Mr. AFFLECK: We could mean that up to a given part of the coast could 
properly now be regarded as a baseline; for that part of the coast it frequently 
would be the low water mark. , 


Senator FLYNN: The low water mark would serve for these baselines, 
because it is in accordance with tradition now. If we adopt the rules laid down 
in the Norwegian case, we could draw baselines in fact in the same way as 
we have drawn those baselines based on the low water mark? 

Mr. AFFLECK: Yes. 


Senator FLYNN: Because in this legislation we are not referring to any 
specific rule to establish those straight baselines, we are not even referring to 
the case, which apparently is the leading case in this matter, and upon which 
is based the idea of establishing straight baselines. 

The CHAIRMAN: Except, senator, the Secretary of State for External Affairs 
did say the old lines for determining the territorial waters seemed to proceed 
on the sinuosity of the coastline; and this is intended to be a departure from 
that and to establish straight lines. 

Senator FLynn: But it is not stated in the act as it is drawn. 


The CHAIRMAN: Under section 5, that is a job still to be done after the bill 
becomes law and the act is proclaimed by Governor in Council. 

Senator THORVALDSON: May I ask a question, to continue on the question 
of the baseline? I would like to know whether the law officers of the Crown 
are not able to advise the Government, following the principles of the Anglo- 
Norway case, whether Canada itself is not empowered in international law to 
draw its own baselines without negotiation with other countries. 

Mr. AFFLECK: I think the people from External Affairs could answer that 
better than I. My own impression is that Canada can unilaterally apply the 
baseline system as is proposed in this bill. 

Senator THORVALDSON: That is my view. 

Mr. AFFLECK: This would not prevent other countries challenging what- 
ever line is drawn, and possibly, for that matter, seeking some kind of 
adjudication in the International Court of Justice at some later date. 
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The CHAIRMAN: Senator Thorvaldson, I cannot imagine any other country 
drawing our baselines. They might dispute a baseline, once we said “‘this is it’’. 
Senator THORVALDSON: That was my whole point, Mr. Chairman, and 
consequently I was concerned and could not understand why all this negotia- 


tion was taking place with other countries. I can quite see that other countries 


might want to challenge what. we do, but I cannot see why Canada does not 
simply go ahead and draw its own baselines, and then negotiate subiect to 
challenges. 

The CHAIRMAN: Except that that is an arbitrary course of action. 

Senator THORVALDSON: It is not arbitrary at all, Mr. Chairman. 

The CHAIRMAN: Arbitrary in the sense that you are saying “this is it”, 
whereas, as I understand the plan here, there will be some discussion as to 
whether that straight line is going to enclose in the waters a five-mile area or 
ten miles. You can extend your territorial limits on this by the location, by 
the departures you make from sinuosity, and how far out you start your 
straight line. That distance may be a matter of negotiation, and with friendly 
countries I presume that is a better way of dealing with the situation. 

Senator THORVALDSON: We may not be very far apart on this point, Mr. 
Chairman. I have another question. I wonder if we could get a statement from 
some of the law officers, either from the Department of Justice or the Depart- 
ment of External Affairs, as to what in their opinion the general legal effect 
of this bill under the present status of international law will be. 

Mr. AFFLECK: I am not quite sure what you mean by your question, 
senator. 

Senator THORVALDSON: In other words, apart from the question of base- 
lines, which I maintain we have a right to draw ourselves, pursuant to 
the decision of international law we have been talking about, has this bill 
any other effect than merely as the prelude to negotiations with other states? 

Mr. AFFLECK: Yes. I think this bill will have a domestic effect, as far 
as domestic law is concerned. The territorial sea is described in it, and the 
fishing zone, where applicable, in other states. It will serve as a sort of interpre- 
tation act for other Canadian laws, from a domestic point of view. 

Senator THORVALDSON: Is it anything more than simply a statement of 
what Canada believes should be a territorial sea three miles from the base- 
lines, and then a contiguous fishing zone of nine miles, after a three mile limit? 
Is this ont merely a statement of what we hope to achieve through negotiation? 

The CHAIRMAN: No, I think, honourable senator, if I might answer, it 
goes further than that. 

Senator THORVALDSON: Mr. Chairman, please— 

Senator CRERAR: Mr. Chairman, I rise on a point of order. 

The CHAIRMAN: That is in order at any time. 


Senator CRERAR: The question of where baselines are, how they would 
be drawn, how far zones should extend, is a matter of Government policy, and 
I do not think we should ask the civil servants who are here, and who have 
intimate relationships with the Government, to pass their opinions upon these 


-matters. 


The CHAIRMAN: But, senator, the question did not go that far. As I 
understood the question, this witness was asked what did he think this 
bill, if it becomes law, would achieve. Is it only an expression of the Gov- 
ernment’s viewpoint, or what effect will it have? 

Senator THORVALDSON: That is right—what effect will it have? 

The CHAIRMAN: So it is not a disclosure of policy. 
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Mr. AFFLECK: I cannot comment, of course, on policy. I do not know © 


cal 
+, 


what baselines will be drawn, in any event. But the bill will, when you take 
all parts of it, apply the concept of the territorial sea and the fishing zone as 
measured from straight baselines, once the whole scheme is in operation and 
the list of co-ordinates are published to maintain legislation. Now, six statutes 
in part 2 are the ones most affected, and probably the most important piece of 
legislation is the Coastal Fisheries Protection Act. 

Senator THORVALDSON: I think probably your answer is complete. In StHer 
words, the bill applies a Canadian concept? 


Mr. AFFLECK: That is right. 
The CHAIRMAN: Any other questions? 


Senator KINLEY: Mr. Chairman, I should like to have a comment from the 
law officers with respect to article 2 of an agreement signed at Washington, 
July 20, 1912, and entitled, “Agreement between His Majesty and the United 


States of America respecting the North Atlantic Fisheries.” It reads as 3 


follows: 

In case of bays the 3 marine miles are to be measured from a 
straight line drawn across the body of water at a place where it 
ceases to have the configuration and characteristics of a bay. At all 
other places the 3 marine miles are to be measured following the 
sinuosities of the coast. 


It continues: 


Now, therefore, it is agreed that the recommendations, in so far as 
the same relate to bays contiguous to the territory of the Dominion of 
Canada, to which Question V of the Special Agreement is applicable, 
are hereby adopted, to wit: 

In every bay not hereinafter specifically provided for, the limits 
of exclusion shall be drawn 3 miles seaward from a straight line 
across the bay in the part nearest the entrance at the first point 
where the width does not exceed 10 miles. 

For the Baie de Chaleurs the limits of exclusion shall be drawn 
from the line from the Light at Birch Point on Miscou Island to 
Macquereau Point Light; for the Bay of Miramichi, the line from 
the Light at Point Escuminac to the Light on the eastern point of 
Tabisintac Gully; for Egmont Bay, in Prince Edward Island, the 
line from the Light at Cape Egmont to the Light at West Point; 
and off St. Ann’s Bay, in the Province of Nova Scotia, the line from 
the Light at Point Anconi to the nearest point on the opposite shore 
of the mainland. 


I think that is definite. 


Mr. AFFLECK: That is a treaty, though, on fishing rights. I am afraid I 


am not too familiar with that. 
Senator KINLEY: This shows where the lines will be drawn. 
Mr. AFFLECK: This does not affect the baselines drawn under this bill. 


Senator Kinutry: No. This is an agreement between His Majesty and the 
United States, and I believe it still exists. 


The CHAIRMAN: That is right. 
Senator KINLEY: But the United Nations has raised it 24 miles. 


The CHAIRMAN: Any other questions of Mr. Affleck? I think we have had a 
pretty solid working period, senators. I never like to run away from anything, 
but if the senators feel we should adjourn and start again some time— 


—s 


MIAN: What. 
es ae see t 


ra oe i) 


“not this morning, because we . have had a busy morning, 


Chair? 
: Agreed. 
adjourned. 
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INTRODUCTION 


The Fisheries Council of Canada representing the commercial fishing in- 
dustry of Canada,! has an interest in ensuring that the fisheries resources 
in the waters adjacent to our coastlines are conserved and developed’in the 
interests of Canadian citizens, both at the present time and in the future. 
For this reason, the Council wishes to present its views with regard to the 
jurisdiction over waters adjacent to Canada. 


The Fisheries Council of Canada recognizes that there are many inter- 
national and national complications with regard to establishing the breadth 
of territorial seas and therefore, it is not intended that this submission should 
apply to any other aspect of national or international laws except fisheries. 


The rapid increase in world fishing effort and efficiency has focused 
attention on the fact that unless adequate safeguards are taken, the marine 
resources, that have played such a vital role in the development of the 
Canadian economy, will be harvested by foreign fishing fleets. It is our opinion 
that unless Canada takes immediate action to protect and conserve the marine 
fishery resources, they will be rapidiy depleted by reason of the incursion of 
foreign fishing fleets. 

Fishery resources harvested by Canadian fishermen in or out of Canadian 
territorial waters are also exploited by fishermen of other countries in the high 
seas adjacent to Canadian territorial waters. For several centuries the fishery 
stocks in the Northwest Atlantic have been exploited by the fishermen of 
Europe as well as those of North America. Similarly, on the Pacific Coast of 
Canada, the fishery resources on which the Canadian fishing industry depends 
are accessible to foreign fishermen beyond Canadian territorial waters. The 
same problem exists in the Great Lakes region where a common fishery 
resource is exploited by both the Canadian and United States fishermen. 


To meet the problem of conservation of certain fishery resources, treaties 
have been negotiated with some participating countries. In addition to these 
bilateral and multilateral treaties between nations jointly interested in certain 
fishery resources, considerable progress has been made recently in inter- 
national meetings to establish an all-embracing code of the Law of the Sea. 
Such a code would establish international rules for the conservation and 
management of high seas fisheries which are beyond the national territorial 
limits and as such are not within the jurisdiction of any nation, except to the 
extent that any state may exercise control over its own nationals and vessels. 


To protect, conserve and develop the fisheries resources adjacent to 
Canadian shores, the Fisheries Council of Canada urges the Government of 
Canada to take the following action: — 


1) Declare certain bodies of water as Canadian national waters, and 
adopt the straight base line principle, from which line the breadth of territorial 
seas and exclusive fishing zone would be measured. 


2) Recognize the historic fishing rights of France and the United States 
of America in Canadian national waters as established by the Treaty of 
Utrecht and the Convention of 1818. 


3) Enter into negotiations with France and the United States seeking 
recognition of Canadian national waters and the base line enclosing these 
waters. 


1See Appendix No. 3. 
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2 4) Make a unilateral declaration with regard to Canadian national waters 


and the straight base line, once an understanding is reached with France and 
the United States. A 


5) Enforce the Canadian maritime boundaries, thereby preventing all 
other foreign fishing fleets, save the aforesaid, from exploiting the marine 
resources in the declared national waters and the territorial seas. | 

Positive action by the Government of Canada in implementing the above 
progressive steps is imperative and will permit planned programs of fisheries’ 
management and conservation. Such programs will ensure a means of live- 
lihood for Canadians engaged in the primary fishing operation and in the many 
processing and ancillary industries. 


NATIONAL WATERS 


Canada must declare that certain bodies of water adjacent to her coasts 
are, for the purposes of fishing regulations and conservation, Canadian national 
waters in which no foreign fishing fleets may operate without the consent of 
the Government of Canada. 

Early records of the Government of Canada as well as Provincial docu- 
ments make many references to the fact that bodies of water partially enclosed 
by the mainland are Canadian national waters. 

Respecting Pacific coast waters, a report of The Committee of the Privy 
Council, dated July 6, 1909, and approved by The Governor-in-Council, 
declared that the waters of Hecate Strait shall, for the purpose of fishing 
regulations and conservation, be deemed part of the territorial waters of Canada 
and within the jurisdiction of the Federal Department of Fisheries. It is 
essential that this Order-in-Council be re-asserted and enlarged to include not 
only the waters of Hecate Strait, but also Dixon Entrance and Queen Charlotte 
Sound. The Fisheries Council of Canada stresses the importance of the Govern- 
ment of Canada declaring these waters to be Canadian national waters. 

On the Atlantic Coast the Strait of Belle Isle, the Gulf of St. Lawrence 
and the Bay of Fundy should be declared and recognized as Canadian national 
waters in the same manner as Hudson’s Bay, which has been recognized inter- 
nationally as Canadian national waters for at least thirty years and has been 
so declared by Parliament (see Statutes of Canada, 1932, c.42, s.9(4)). 

The claim to jurisdiction over these bodies of water on both the Atlantic 
and Pacific Coast is justified by the extensive fishery carried out by Canadian 
fishermen for many decades. 


STRAIGHT BASE LINE 


To protect the fishery resources in water adjacent to Canada, the Council 
advocates that the breadth of territorial seas be measured seaward from a 
straight base line. This base line would be drawn headland to headland fol- 
lowing the practice of other maritime nations of the world and would be in 
accordance with the decision of the International Court of Justice in the case 
of the United Kingdom versus Norway, known as the Anglo-Norwegian 
Fisheries Case, decided in 1951. 

The base line would follow the general direction of the coastline, recogniz- | 


- ing the geographic realities of the area and the economic interest peculiar to the 


region and would enclose Canadian national waters. 

On the Atlantic Coast the base line would commence at the International 
boundary between Canada and the United States at the mouth of the St. Croix 
River, to Southwest Head on Grand Manan Island, across the mouth of the 
Bay of Fundy to Cape Fourchu, thence headland to headland to Cape Sable, to 
Cape Canso, to Scatari Island, to Cape Egmont, to Channel Head, Newfoundland, 
Thence to Ramea Island, to Penguin Islands, to Pass Island, to Brunette Island, 
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to Green Islands, to Cape Pine and to Cape Race. From Cape Race the base 
line would be drawn to Cape Spear, to Baccalieu Island, to Flower Point, to 
Cape Bonavista, to Cabot Island, to Cape Freels, to Offer Wadham Island, to 
Little Fogo Islands, to Bell Island, to Groais Island, to Northeast Point of 
Belle Isle, to Cape Charles in Labrador. From Cape Charles in Labrador head- 
land to headland along the shores of Labrador to Cape Mugford and Cape 
Chidley and to continue in a general northerly direction across Hudson 
Strait. (See Appendix No. 1). 

On the Pacific Coast the base line would commence at the International 
boundary between Canada and the United States, in the Juan de Fuca Strait, 
thence north to Bonilla Point on Vancouver Island. From this point the base 
line would run in a north-westerly direction, headland to headland along the 
coast of Vancouver Island to Cape Cook, thence to Triangle Island (outer island 
of the Scott Islands). From Triangle Island the base line would be drawn in a 
north westerly direction to Cape St. James (south end of Queen Charlotte 
Islands) continuing along the western shore of Queen Charlotte Islands head- 
land to headland to Langara Island (northwest tip of the Queen Charlotte 
Islands). From Langara Point the base line would be drawn in a northerly 
direction to Cape Muzon (southern point of Dall Island in Southeast Alaska). 
(See Appendix No. 2.) 

The proposed straight base line is shown on the attached charts. The line 
would ensure that the waters thus enclosed would be deemed to be Canadian 
national waters where no foreign vessel could fish without Canadian permission. 
This would provide partial protection to our fishery resources which have 
been developed to their present state by the expenditure of Canadian funds 
and effort. 


BREADTH OF TERRITORIAL SEAS AND EXCLUSIVE FISHING ZONE 


The diverging interest of nations has prevented an agreement on the 
establishment of an acceptable uniform breadth of Territorial Seas. The 
Second United Nations Conference on the Law of the Sea, held in 1960, came 
close to resolving the many problems particularly related in the breadth of 
territorial seas and fishing zones. 

At this Conference, Canada and the United States jointly sponsored the 
folowing proposal: 


“1. A State is entitled to fix the breadth of its Territorial Sea up to a 
maximum of six nautical miles measured from the applicable baseline. 


“2. A State is entitled to establish a fishing zone contiguous to its Territorial 
Sea extending to a maximum limit of twelve nautical miles from the base 
line from which the breadth of its Territorial Sea is measured, in which it 
shall have the same rights in respect to fishing and the exploitations of the 
living resources of the sea as it has in its Territorial Sea. 


“*3. Any State whose vessels have made a practice of fishing in the outer | 
six miles of the fishing zone established by the coastal State, in accordance 
with Paragraph 2 above, for the period of five years immediately preceding 
January 1, 1958, may continue to do so for a period of ten years from October 
31, 1960. 


“4. The provisions of the Convention on Fishing and Conservation of the 
Living Resources of the High Seas, adopted at Geneva, April 28, 1958, shall 
apply mutatis mutandis to the settlement of any dispute arising out of the 
application of the foregoing paragraphs.” 

While this joint proposal was not accepted by the necessary majority of 
nations to ensure implementation, it received the support of the main maritime 
nations of the world, and indicated the desire to establish a uniform rule of 
law with regard to establishing the breadth of territorial seas. 
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The Fisheries Council of Canada supports this joint proposal and urges 
the Government of Canada to take whatever steps are necessary to establish 
the breadth of our territorial sea six nautical miles measured from the afore- 
mentioned proposed straight base line. In addition, Canada should establish 
an exclusive fishing zone contiguous to its territorial sea extending six miles 
from the territorial sea line. The attached charts of the east and west coasts 
of Canada show the proposed territorial seas line and the exclusive fishing zone. 

The exclusive fishing zone would be of benefit to the industry nationally. 
It would be of particular value in solving the problem of large trawlers inter- 
fering with the small vessels and gear operated by inshore fishermen in many 
areas of the east coast. The establishment of such an exclusive fishing zone 
appears to be the answer to this acute problem. 


HISTORIC FISHING RIGHTS 


The historic fishing rights of nations in the waters contiguous to the 
coastline of Canada vary due to the peculiarities of the fisheries. Within the 
proposed Canadian national waters and the exclusive fishing zone, foreign 
fishing fleets harvest and are capable of harvesting the marine resources. In 
many instances the fishery is exploited without due regard to proper manage- 
ment and conservation programs. 

On the Pacific Coast, Canadians have traditionally fished the waters off 
the States of Alaska and Washington. The halibut and other demersal species 
were fished by Canadians in the Gulf of Alaska and the Bering Sea as far 
back as the turn of the century. On the other hand, there has been an 
extensive United States trawl, long line and troll fishery for halibut, ground 
fish and salmon in the waters off British Columbia. 

Recently the fishing fleets of Japan and the U.S.S.R. have been exploiting 
the fishery resources of the North Pacific in the Bering Sea and the Gulf 
of Alaska. Canadian fishermen on the west coast cannot compete economically 
on the same scale as the Japanese and/or the U.S.S.R. fishing fleets, and 
consequently steps must be taken now to safeguard the marine resources that 
are adjacent to the coastline of Canada and the United States. 

As both Canada and the United States claim historic fishing rights in the 
Pacific Ocean in waters adjacent to each other’s coastline, the Fisheries Council 
of Canada proposes that where a fishery is covered by treaty, for example the 
Convention between the United States and Canada for the Preservation of the 
Halibut Fishery of the Northern Pacific Ocean and the Bering Sea, reciprocal 
fishing rights be recognized for the life of the treaty and for the stocks of 
fish designated. 

On the Atlantic Coast, the twelve member nations of the International 
Commission for the Northwest Atlantic Fisheries and four other non-members 
fish the marine resources of the Convention Area. In many instances catches 
by these foreign fleets are made inside the proposed straight base line. To 
protect the marine resources inside the base line, the Fisheries Council urges 
that in view of the proposed declaration that certain bodies of water become 
Canadian national waters, these specific bodies of water, i.e., the Bay of Fundy, 
the Gulf of St. Lawrence, the Strait of Belle Isle, and other waters as en- 
closed by the proposed base line, be withdrawn from the Convention waters 
of the International Commission for the Northwest Atlantic Fisheries. 

Two members of the aforesaid Commission, France and the United States, 
have historic fishing rights in the proposed Canadian national waters as a 
result of the Treaty of Utrecht of 1713 (modified by a Convention of 1904) 
and the Treaty of London of 1818. While reciprocal fishing rights for Canada do 
not exist in waters adjacent to the French or United States Atlantic coast- 
line, the Fisheries Council recognizes the problems created by these long- 
standing treaties on the Atlantic coast. 
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It is, therefore, recommended that, in view of these long-standing Treaties 
which exist on both coasts, that the Government of Canada immediately enter 
into negotiations with France and the United States with the objective of 
reaching a mutual understanding with regard to their historic fishing rights 
in Canada’s national waters as enclosed by the proposed base line. 

Nations not having treaty fishing rights with Canada would be denied 
access to the marine resources in Canadian national waters. With regard to 
these nations, the Fisheries Council proposes that the Government of Canada 
implement Clause No. 3 of the joint Canada-United States proposal as 
submitted to the 1960 Law of the Sea Conference. This clause provides that 
any nation whose vessels have made a practice of fishing in the outer six 
miles of Canada’s proposed exclusive fishing zone for the immediate preceding 
five years would have the right to continue to fish for a period of ten years. 


UNILATERAL DECLARATION AND ENFORCEMENT 


The Government of Canada, having reached an understanding with the 


- United States and France and having determined a policy with regard to other 


nations not having historic fishing treaties with Canada, is urged by the 


Fisheries Council to make a unilateral declaration to all nations announcing her 


jurisdiction over fishery resources in the waters adjacent to her Atlantic and 
Pacific coastlines. 

Unilateral declaration of the Government’s policy must be followed im- 
mediately by active enforcement of the base line and the policing of foreign 
fishing fleets in the exclusive fishing zone to seaward of the base line. In 
the Council’s opinion, enforcement is absolutely essential if Canada is to main- 
tain her position in world fisheries. 


CONCLUSION 


Canada, as one of the pioneering nations in the field of international 
agreements for the conservation of the fishery resources of the sea, should 
continue to provide international leadership and eras for our Canadian 
marine resources. 


Action by the Government of Canada is required to: 

declare certain bodies of water as Canadian national waters, 

establish a straight base line to enclose the national waters, 

. proclaim an exclusive fishing zone to seaward of the base line, 

recognize and negotiate historic treaty fishing rights, 

. make a unilateral declaration with regard to the aforesaid decisions, and 
. enforce the above progressive steps. 


Oak wn 


The Fisheries Council of Canada is aware that positive action in im- 
plementing the aforesaid progressive steps by the Government of Canada will 
not solve all the problems of the Canadian Commercial Fishing Industry. 
It will, however, bring about the orderly development of sound programs of 
fishery conservation and management for the benefit of present and future 
generations of Canadians. 


Respectfully submitted, 
FISHERIES COUNCIL OF CANADA 
R. L. PAYNE, President 
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ORDER OF REFERENCE 
Extract from the Minutes of the Proceedings of the Senate, May 6th, 1964. 


“Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Cook, seconded by the Honourable Senator 
Lang, for second reading of Bill S-17, intituled: “An Act respecting the Ter- 
ritorial Sea and Fishing Zones of Canada’’. 


After debate, and— 
The question being put on the motion, it was— 
Resolved in the affirmative, on division. 


The Bill was then read the second time, on division. 


The question then being put on the motion of the Honourable Senator 
Cook, seconded by the Honourable Senator Lang, that the Bill be referred 
to the Standing Committee on Banking and Commerce, it was— 

Resolved in the affirmative, on division.” 


J. F. MacNeill, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 
WEDNESDAY, May 13th, 1964. 


. Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 10.00 a.m. Say 


Present: The Honourable Senators—Hayden (Chairman), Aseltine, Baird, 
Beaubien (Provencher), Blois, Bouffard, Brooks, Burchill, Connolly (Ottawa 
West), Cook, Crerar, Fergusson, Flynn, Gershaw, Hugessen, Irvine, Isnor, 
Kinley, Lambert, Lang, Leonard, McCutcheon, Molson, Pouliot, Taylor (Nor- 
folk), Thorvaldson, Vaillancourt and Woodrow. (28) 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


Consideration of Bill S-17, intituled: “An Act respecting Territorial Sea 
and Fishing Zones of Canada”, was resumed. 


The following witnesses were heard: Mr. S. V. Ozere, Assistant Deputy 
Minister of Fisheries. Mr. M. H. Wershof, Assistant Under Secretary of State 
for External Affairs. 


The Bill was considered clause by clause. 


On Motion of the Honourable Senator Leonard it was RESOLVED to 
report the Bill without any amendment. 


At 10.45 p.m. the Committee adjourned to the call of the Chairman. 
Attest; 


F. A. Jackson, 
Clerk of the Committee. 
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THE SENATE 


STANDING COMMITTEE ON BANKING AND COMMERCE 
EVIDENCE 


Ottawa, Wednesday, May 13, 1964. 


The Standing Committee on Banking and Commerce, to which was re- 
ferred Bill S-17, respecting the Territorial Sea and Fishing Zones of Canada, 
met this day at 10 a.m. 


Senator Salter A. Hayden (Chairman) in the Chair. 


The CHAIRMAN: I call the meeting to order. Today we continue our hear- 
ings in relation to Bill S-17. The last time, it will be recalled, we heard the 
Secretary of State for External Affairs, and also the Minister of Fisheries. 
We have present today a panel which I am sure will deal most capably with 
any questions that the committee may conceive in connection with the contents 
of this bill. The panel has been armed with the necessary accommodation in 
which they can spread their papers, and are ready to do business. 

Before we get to that phase of it I should direct attention to the fact that 
there has been a number of telegrams received from the fishermen’s organiza- | 
tion, the United Fishermen’s and Allied Workers’ Union, the purport of which 
appears to be that they are opposed to some aspects of the bill and they want 
to come here at a later time towards the end of the month. 

I should say that after the Committee adjourned last week one of the 
officers of this Union, in company with a member of the House of Commons, 
came to see me to discuss the question of appearing before the Committee, 
and whether it was too late to make such a request. I said that it was not 
too late; that we were going to sit again the following Wednesday, which 
is today. 

The suggestion then was that since they were coming to Ottawa at the 
end of the month on some other matter they would like to make the two trips 
at the same time. I pointed out that with the convenience of transportation 
now there was no particular reason why we should delay until the end of 
the month, and they agreed that they could get a flight overnight and be here, 
and I told them that that should be their course of action for next Wednesday. 

I endeavoured to find out what the nature of their objection was, but the 
disclosure to me only got so far as to deal with the matter of straight baselines — 
and the locations of the points from which those straight lines would run. 
They thought the points should be set out specifically in the bill. 

Since that time there have been telegrams going back and forth, and I 
notice in one of them they refer to a letter they have sent me outlining the 
problems making postponement necessary. I have not received that letter 
as yet. It may be in Ottawa at the moment, but as I left my desk this morning 
I did not have it. Whether it amplifies what I have said I do not know. 

The following is a telegram sent from the Chief Clerk of Senate Com- 
mittees to Mr. Homer Stevens, Secretary Treasurer, United Fishermen and 
Allied Workers’ Union, Vancouver, B.C. 

Re your telegram May 8, chairman directs me to advise you that 
Senate committee meeting already called for Wednesday next May 13. 
Further adjournment unlikely. He urges you to make your representa- 
tions that day as he already advised you. 
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Is Mr. Stevens of the United Fishermen and Allied Workers’ Union here? 

Senator ASELTINE: He is the Secretary Treasurer? 

The CHAIRMAN: Yes, and I understand he is the one who is going to appear. 
I had an assurance when these two gentlemen left my office last Wednesday 
that if they could not secure a postponement they would be here. I think some 
of the other senators have received telegrams. 

Senator ASELTINE: I have one here. 

Senator McCutTcHEon: I received several. I suggest we proceed, Mr. Chair- 
man. 

The CHaIRMAN: Yes. Statements were made by both ministers and the 
questioning went along until there appeared to be no further questions. Unless 
there are further questions that you would like to ask of our panel this morn- 
ing I suggest we proceed with the bill clause by clause. 

Senator Brooxs: I thought we decided we might have Mr. S. V. Ozere give 
us some evidence this morning in connection with the treaty rights of the 
United States and of France, and what they mean so far as this bill is con- 
cerned. 

The CHAIRMAN: Do you wish a concise statement of the treaty rights? 

Senator Brooks: Yes. For instance, I would like to know whether France 
and the United States have the privilege of fishing in the Gulf of St. Lawrence 
or in the Bay of Fundy. 


Mr. S. V. Ozere (Assistant Deputy Minister of Fisheries): Honourable senators, 
by means of this map I can explain the situation. The United States have, 
under the 1818 treaty, rights to fish in our territorial waters in certain areas of 
the Gulf of St. Lawrence and also on the southwest coast of Newfoundland. It 
is an area from Cape Ray to Ramea Island on the south coast of Newfoundland 
and along the west coast of Newfoundland right up to Quirpon Island; then 
starting at Mont Joli in the Labrador and going indefinitely up to the North 
Pole. These rights are in the three-mile limit. 

They also have fishing rights around the Magdalen Islands, in the Gulf of 
St. Lawrence. They also have rights to cure fish in the unoccupied or unsettled 
areas of certain parts of Newfoundland and the Magdalen -Islands. 

These rights were given to them back in 1818 and they used them at the 
time when the United States was engaged in curing salt fish. They have not 
used those rights for a long time now. In those areas they have not been 
fishing inside the three-mile limit because they are no longer engaged in pro- 
ducing salt fish. Those are the United States fishing rights. 


Senator Brooxs: They are not exercising them to any extent at the pres- 
ent time and probably would not, under the new boundaries? 

Mr. Ozrere: That is right. 

France has similar rights along the west coast of Newfoundland up as far 
as Cape St. John. In the territorial waters they have rights of fishing for all. 
species of fish in common with Canadian fishermen. They also have been mak- 
ing very little use of those rights, that is, they have not been fishing inside the 
territorial limits. 

In most of the fishing nowadays, the modern method is dragging and some 
of these areas are not suitable for dragging, so the fishing now is done in other 
areas. 
| Until about 1958 France used those treaty rights very little. Since then 
they have increased their fishing activity, principally in the St. George’s Bay 
area off Newfoundland. 

Senator Brooks: Have they any particular rights off the southern part of 
‘Nova Scotia, for instance? 
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Mr. OzZErRE: Not France. 
- Senator Brooks: How about the United States? 

Mr. OzERE: The United States has rights in the southern part of New- 
foundland, from Cape Ray to the Ramea Islands. 

Senator Brooks: I said Nova Scotia. 

Mr. OZERE: No sir, not off Nova Scotia—neither France nor the United 
States. 

Senator ASELTINE: Nor in the Bay of Fundy? 

Senator Brooks: On the Pacific coast? 

Mr. OZERE: On the Pacific coast there are no treaty rights, and the only 
country fishing off our Pacific coast is the United States. 

Senator BURCHILL: Have the Canadians any rights to fish off the Atlantic 
seaboard, the American seaboard? 

Mr. OZERE: No sir, not in the territorial waters of the United States. There 
is very little fishing in the south. Most of the fisheries happen to be off the 
Canadian coast. But on George’s Bank there is a quite extensive fishery for 
scallops, by Canadians; but that is many miles off the United States coast. 

Senator Brooks: What would be the serious problems which Canada and 
the United States would have to discuss in any so-called discussions in con- 
nection with this bill? 

The CHAIRMAN: Could we have that question a little differently, so that 
we do not run into any disclosures, or policies? . 

Senator Brooks: It is not a matter of policies. What is the nature of the 
problems they are going to discuss? I understand there are serious problems 
between the two countries. 

Mr. OZERE: Looking at the fishery, I think one of the serious problems is 
that for many years, more than half a century, we have kept our large trawlers 
off 12 miles from some of our coasts, principally off Nova Scotia; and foreign 
trawlers have, until now—because Canada had only a three-mile limit—been 
permitted to come up to the three-mile limit. This naturally is a problem and 
one which has to be discussed with the United States and other countries. 

senator Brooks: That would be the traditional right, instead of the 
treaty right? 

Mr. OZERE: That is right. 

Senator Brooks: The traditional rights are more important than the treaty 
rights. 

Senator THORVALDSON: In regard to this testimony, I wonder if Mr. Ozere 
would give us an idea of the areas where the greatest concentration of foreign 
fishing activity occurs around the Canadian coast. 

Mr. OzrereE: I think the greatest concentration of fishing, and where we 
are going to have problems, is off Cape Breton, both inside the gulf and 
outside the gulf. This is where the biggest concentration is. In all other areas, 
I do not think there would be a very serious problem, because off Newfound- 
land, ever since the union of Newfoundland with Canada, we have had what 
is known as the headland to headland rule in bays, that is, the bays have been 
closed off by a line drawn from headland to headland. This was an undertaking 
by the Canadian Government at the time of union. 

It was represented to the Canadian Government that this rule had applied 
in Newfoundland for a long time; and the Canadian Government undertook 
to enforce the same rule after union. Therefore, most of the fishing off New- 
foundland has been off the bays, but there is quite a concentration here off 
Nova Scotia, where the problem will principally arise. 
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There has been some fishing by United States off Anticosti, and some of — 
it in the Bay of Fundy, and some pretty well scattered along the Nova Scotia 
coast. 

However, the principal area of concentration is going to be in the Laurentian 
Channel. 

Senator THORVALDSON: Would you be good enough to indicate generally the 
proportion of nationalities involved, such as Portuguese, Spanish, French, United 
States. 

Mr. OzERE: Portuguese, French and Spanish are probably the three that are 
getting most of the catch from that area, in addition to the United States. 


Senator THORVALDSON: How extensive is the Russian fishing in those areas? 


Mr. OzERE: The Russians have so far not fished in any of these areas that we 
have under discussion, that is, they have not fished the Gulf of St. Lawrence, 
they have not fished inside the 12-mile limit off our coast. They have occasionally 
come in for relief, for trans-shipping of catch from one vessel to another, 
for repairs, for supply, and things like that; but we have no record of the 
Russians having fished in any of the areas where the 12-mile zone would 
apply. 

Senator Brooks: Were they not in the Bay of Fundy? 

Mr. OzeRE: They came to the Bay of Fundy but we have no evidence 
whether they fished in there or not. I think when the statement was made by 
the Government that these vessels were in our waters, by the time the patrol 
vessels got there, they had gone. 

Senator KINLEY: They are fishing close to George’s Bank. It caused a lot 
of trouble with the Americans. Would you show where it is on the map? 
Between that and Cape Cod. You are putting it further over. It is about 100 
miles from Yarmouth itself. It is a little over 100 miles from Cape Cod. This 
is where they were fishing and the Americans fished and we fished there too. 

Senator Bairp: That is on the high seas. 


Senator KINLEY: The treaty rights with Newfoundland came in the 1818 
treaty. The one which we made with the rest of Nova Scotia, and the rest of 
Canada came with the reciprocity treaty. 

Mr. OZERE: In 1871. 


Senator KINLEY: Yes. They came in then. That was a limited treaty and the 
Americans themselves cancelled that treaty. I have here the report of the 
American Commission, in which it is said that they cancelled the treaty because 
they objected to our fish going into the American market. 

Mr. OzereE: There were a number of treaties since 1818, but they have 
either been abrogated or have lapsed. 

Senator KINLEY: The 1818 treaty provided that rights should be extended 
to Nova Scotia, and that Nova Scotia should: be able to go down there. 
That also applied to New Brunswick and the province of Quebec, and the 
colony of Prince Edward Island. The fact they cancelled that treaty, which 
seems to have superseded all other treaties, cancelled their own rights. Any- 
thing they do now is no good, anyway. Whatever they had they cancelled 
themselves. 

The CHAIRMAN: The witness is not making any comment on your statement. 

Senator KINLEY: No. Silence is consent. 

Senator Motson: Mr. Chairman, if I understand it rightly, any foreign ship 
coming into the Gulf of St. Lawrence at present stays outside of the 3-mile 
_limit? 

Mr. OzeErE: That is right. That has been the enforcement policy so far. 
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Senator MoLtson: What about the Baltic; are we free to go into the Baltic? 
Mr. OZERE: I really do not know what the situation would be, but I do 
not think we would have any interest in going there. 


Senator Motson: I did not ask if we had any interest; I asked if we could 
go there. 


Mr. OZERE: I really could not say. 
Senator Barrp: Ask Khrushchev. 
The CHAIRMAN: Are we through with the map? 


Senator THORVALDSON: I think the question I have to ask relates to the 
map. You referred to the fact, Mr. Ozere, that Canada adopted a policy many 
years ago of excluding our own fishermen from the area between the three- 
ey limit and the 12-mile limit, and that that was one of the reasons for this 

ill. 


Mr. OZERE: Yes, this was one reason which gave the impetus for claims 
by Canada for a 12-mile zone. 


Senator THORVALDSON: Does that situation prevail generally around all 
those coasts there? Are Canadian fishermen excluded from all areas indicated 
on the map you have before you there, in that 12-mile zone? 


Mr. OZERE: No. They are excluded from all areas except Newfoundland, 
because at the time of union of Newfoundland with Canada, Newfoundland 
had requested that the 12-mile rule which we applied to Canadian trawlers 
should not be applied to Newfoundland trawlers. They wanted their trawlers 
to come in up to the three-mile limit, with the result that trawlers in New- 
foundland come up to the three-mile limit; but in all other areas the rule is 
that they can only come up to the 12-mile limit. This of course means only the 
large trawlers. We permit small draggers, which fish exactly in the same way 
as the large ones, except that they are small, and they are generally operated 
by inshore fishermen, and they are permitted to come right down to the shore, 
except in a few limited zones. 

Senator THORVALDSON: In other words, they have been able to come up 
to our three-mile limit, whereas Canadians have not been able to. 

Mr. OzERE: That is one of our big problems. 

Senator THORVALDSON: What are we going to do about Newfoundland 
trawlers which have been granted rights they had at Confederation? 

The CHAIRMAN: I am not sure that he can state what the policy is. 

Senator SMITH (Queens-Shelburne): I was not quite clear on a subject 
which you dealt with in the first part of your evidence, Mr. Ozere, which had 
to do with United States treaty rights. Do I understand that the United States 
has the right in various parts of the Newfoundland coast to fish within that 
three-mile limit? ; 

Mr. OZrERE: That is correct, within the three-mile limit. 

The CHAIRMAN: Senator Crerar? 

Senator CRERAR: Mr. Chairman, I would like to ask the witness a question. 
We see reports from time to time that the temperature of the ocean waters is 
changing, causing fish to move farther north. Is there anything in that? 

Mr. OZERE: Yes, there has been some indication. The currents in the 
oceans change, and temperatures change. Fish are sensitive to change and 
live within a limited temperature range, and if therefore a change of water 
temperature occurs the movements of fish in the oceans change. 

Senator CrRERAR: I read a report from the European Scientist, stating that 
the Norwegians, who have studied Arctic conditions, say that the glaciers are 
slowly melting and that farther north the temperature of the waters is rising. 
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If there is anything in that theory, of course, ultimately we may be going up > ) 


beyond Newfoundland. 

Mr. OzerE: Yes. There is a possibility, if such a thing occurs, that this 
might happen. 

Senator THORVALDSON: Mr. Ozere, a moment ago you referred to the fact 
that the treaty rights of the United States enable them to come within our 
three-mile limit. Now, this bill really does not deal in any way with that 
three-mile limit in that respect. As I understand it, it deals essentially with a 
limit up to 12 miles. My question is, does this bill meet the problem of this 
United States treaty in any way, in so far as that treaty enables them to fish 
within a three-mile limit? 

Mr. OzErE: Well, the bill itself would not affect the treaty rights, and this 
would have to be a matter of negotiation and arrangement with the United 
States if we wanted to alter the treaty in any way. 

Senator THORVALDSON: Yes. In other words, although the bill does refer 
to matters within that three-mile limit, namely, with respect to the baselines, 


the fact of the matter is that the main principle of the bill affects those outer © 


nine miles, is that not correct? 

Mr. OzERE: Yes. That is the main purpose of the bill that we would have 
to take into account. 

Senator THORVALDSON: In regard to the United States rights within that 
three-mile limit, it is entirely a matter of negotiation, whether this bill is 
affected or not? 

Mr. OZERE: Yes. | 

Senator THORVALDSON: And the bill does not in any way affect that ques- 
tion of negotiation? 

Mr. OZERE: That is right. 

The CHAIRMAN: I would think there was another purpose, namely, to draw 
a line and have Canada make a declaration to stop the extension of historic 
rights. 

Senator Brooks: That would affect the three-mile limit as well as the 
12-mile limit, would it not? The three-mile starts with the baseline, and the 


United States line 12 miles? 

The CHAIRMAN: That is right. 

Senator THORVALDSON: There are no historic rights, of course, within our 
three-mile limit, as I understand it? 

Mr. OzERE: That is correct; there are no historic rights. 

The CHAIRMAN: It is the extension of the fishing zone. 

Senator THORVALDSON: And has always been. 

Senator SMITH (Queens-Shelburne): Did not Mr. Ozere say that the 


watershed within the three-mile limit within certain parts of Newfoundland | 


and Labrador coast have not been fished for some years because of different 
methods of fishing, and these are not important any more? 

Mr. OzEre: I said they have not been fishing in these waters for a long 
time, because modern methods of fishing enable them to fish in other areas 
where it is easier for them to fish. 

Senator SmiTtH (Queens-Shelburne): In other words, these fisheries hold 
historic rights, but are not important to us, not having any effect on our inshore 
fisheries because they are not being used by the United States? 

Mr. OzerE: Well, they are important from an administration point of 
view. It makes it very difficult to enforce any regulations outside the three- 
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mile limit on fishing vessels which have a right to come within the three-mile 
limit; but from the point of view of catch, certainly the catch by these countries 
inside the treaty limits has been negligible: 

Senator Isnor: As far as Canadian trawlers are concerned you have no 
trouble at all in enforcing your regulations on the 12-mile limit, have you? 


Mr. OzerE: Not as to our own nationals, but of course it is a very difficult 
situation when you have to enforce something on your nationals that you 
cannot enforce against foreign vessels. 

Senator KINLEY: With regard to the carrying out of the regulations, the 
Americans who come down the coast fishing inside the 12-mile limit, if they 
see a Canadian vessel do it, they telephone ashore and say that the Canadian 
vessel is breaking the regulations. 

Mr. OZERE: Yes. 

Senator McCutTcHEon: That is “friendly co-operation”’! 

Senator Motson: May I ask if there is serious concern about the depletion 
of the fishing stocks in the inshore, 12-mile area? I am speaking of the east 
coast. 

Mr. OzERE: As you know, we have a convention with all countries that 
are fishing in the area covering the high seas. Even after we have the 12-mile 
limit there will still be areas in the high seas where we will have to have 
conventions with other countries for conservation purposes of stocks of fish 
in the high seas. So far as the Northwest Atlantic Fisheries Commission 1s 
concerned, it has made certain recommendations regulating the size of mesh 
in the nets for the fishing of cod, haddock and halibut. This is the extent of 
the conservation measures applicable now to most of our ground fish in the 
Atlantic. We have very strict conservation measures in the case of lobster, 
but fortunately lobster happen to be practically all inshore, most within the 
three-mile limit, and if we had a 12-mile limit we would cover lobster com- 
pletely, so we would have the sole right of regulating lobster. Here is where 
our great conservation effort is on the east coast. So far as the ground fisheries 
are concerned, we have the regulations which have been recommended by the 
Northwest Atlantic Fisheries Commission. | 

The CHAIRMAN: Any other questions? Are there any questions you wish 
to ask in relation to the bill of other members of the panel? 

Senator FLYNN: Mr. Chairman, the witness we have just heard has 
mentioned that since Newfoundland joined Confederation they have been using 
straight baselines. I wonder if somebody could produce before the committee 
those baselines which are presently used for Newfoundland? 

Mr. Ozere: I do not think there has been any chart made, but it was in 
general from headland to headland. In other words, it followed the decision of 
the arbitration on the North Atlantic in The Hague, which interpreted the 
word “bays” in the 1818 treaty. At that time there was a dispute as to whether 
“bays” meant bays in the international or geographic sense. The tribunal 
decided it was “bays” in the geographic sense; in other words, from the outer- 
most tip of one headland to the outermost tip of the other headland. : 

Senator FLYNN: I would like to see those baselines, if they have been 
published somewhere. 

Mr. OzEeRE: They have not been published. 

Senator Brooks: Is there any width set for the mouth of a bay from head- 
land to headland? 

Mr. OzERE: No, there were no widths at all. Regardless of the width of the 
bay, it was from headland to headland. 
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The CuarrmMan: Any other questions? Are you ready to deal with the bill _ 


section by section? 
Hon. SENATORS: Agreed. 


The CHAIRMAN: Section 2 is simply limiting or directing or providing for 


the application of the provisions of this act to other pertinent legislation. Shall 
section 2 carry? 


Hon. SENATORS: Carried. 

The CHAIRMAN: Section 3 deals with territorial seas. Shall section 3 carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Section 4 deals with fishing zones. Shall section 4 carry? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Section 5 gives certain authority to the Governor in 
Council in connection with the determination of points or co-ordinates. 

Senator Brooks: This is a section we considered it would be very difficult 
to understand unless we knew the geographical co-ordinates, because this is 
just a permissive section. 

The CHAIRMAN: As I understood the evidence the other day the failure 
to provide the specific co-ordinates was not an oversight, but was deliberate 
so as not to interfere in any way with negotiations. 

Senator Brooks: And there are none provided at the present time? 

The CHAIRMAN: I beg your pardon? _ 


Senator Brooks: What are provided at the present time? There are none, 
is that correct? 


Mr. M. H. Wershof (Under Secretary of State for External Affairs): The min- 
isters have said the Government does not consider it in the Canadian interest 
at present to say what the baselines will be. That does not mean no work is 
being done on the subject. A great deal of work has been done, but the Gov- 
ernment has said they are not announcing at the present time what the base- 
lines will be. 


Senator McCutTcHEoNn: This is the “blank cheque” provision of the bill. 

Senator KINLEY: Except they have to go from headland to headland. 

Senator FLYNN: No, not even that. The main point of this section is that: 
The Governor in Council may, by order in council, issue one or more 


lists of geographical co-ordinates of points from which baselines may 
be determined and may, as he deems necessary, amend such lists. 


There is nothing in this section or bill that suggests the Government must 
follow what has been laid down in that decision. Some witnesses have already 
pointed out these baselines will depend on negotiations. If you agree with one 
country you could follow a certain line and adopt a certain baseline, a head- 


land or a certain point at a certain place, but that does not mean the other - 


countries would be agreeable to accepting it. We do not even lay down the 
rules that anybody who is going to determine those lines would have to 
follow. I think in this respect the statement by Senator McCutcheon is en- 
tirely right, that we are saying to the Government, “Do what you can, but you 
are not bound by any rule of any kind.” 


Senator KINLEy: I think they have made an announcement of policy that 
they will demand the headland-to-headland baseline. 


Senator FLYNN: If this is Government policy, why not incorporate it in 
the bill? :. . . ; 


Senator KINLEy: That is difficult. That is saying what you want. 
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gaa 2 Senator BROOKS: They made the statement, but it was subject to consul- 
tation. - : ; 
Senator KINLEY: Subject to certain rights. 
Senator FLYNN: There is no limitation here. 


of 

4 Senator KINLEy: I know there is not, but they did announce what they 
: were going to do. 

if The CHAIRMAN: Any other questions? 

q Shall section 5 carry? 

: Hon. Senators: Carried. 

| Senator Brooks: It leaves the whole thing up in the air, really. 


The CHAIRMAN: It leaves the provision of straight baselines to be pub- 
_ lished by the Governor in Council. 
Section 6. Shall section 6 carry? 
a Hon. SENATORS: Carried. 
3 The CuarrMan: In Part II of the bill you have what are called consequen- 
tial amendments. I do not think there is any quarrel in connection with these. 
Shall section 7 carry? 

Hon. SENaTorS: Carried. 

The CHaIrRMAN: Shall section 8 carry? 

Hon. SENatTors: Carried. 

The CHAIRMAN: Section 8 goes for quite a number of pages. 

Section 9, shall section 9 carry? That is dealing with the Coastal Fisheries 
Protection Act. 

Hon. Senators: Carried. 

The CHairRMAN: Section 10 deals with certain provisions in the Criminal] 
Code. Shall section 10 carry? 

- Hon. Senators: Carried. 

The CHAIRMAN: Section 11 deals with certain provisions in the Customs 
Act as to what is meant by Canadian waters. Shall section 11 carry? 

Hon. SENaToRS: Carried. 


The CHAIRMAN: Section 12 deals with what is meant by Canadian fisheries 
waters in the Fisheries Act, shall section 12 carry? 
Hon. SENAToRS: Carried. 


The CHAIRMAN: Part III of section 13 deals with the coming into force, 
shall that carry? 


Senator McCutTcHEon: Mr. Chairman, I can understand the desire for the 
bill not coming into force on the day it receives royal assent, but is there 
someone here who can tell us why there should not be some date mentioned, 
because there will be people looking at this legislation who will feel that there 
have been some rights or benefits conferred by it on the fishermen of the 
country. Is there any reason why this should be so indefinite? Why should it 
not be said that it would come into force on proclamation but in any event not 
later than a particular date? We are passing nothing today except a blanket 
authority to the Government to do whatever it chooses to do, or to do nothing. 

The CHAIRMAN: It is not an unusual circumstance in legislation, as you 
must know. 


Senator Brooks: Is it being based on negotiations? Or how long do they 
expect these negotiations to last? 
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The CHAIRMAN: The Secretary of State for External Affairs last time said 
he was hopeful that these negotiations would be concluded by the end of the 
year. That was part of his statement last day. 

Senator FLynn: May I suggest to you this is not as usual as you Say. 
This is enabling legislation. It is not like saying that this act will come into 
force when proclaimed by Governor in Council, because everything is already 
provided by the act. This is legislation to authorize the Government to negoti- 
ate to determine baselines, etc. You say the act may come into force by procla- 
mation but the Government may spend five years in negotiations, and they 
will still have this authority. It is a mandate to the Government from Parlia- 
ment, and I am not sure that it would not be reasonable to have the day 
mentioned for the coming into force of this act. If after two years the Gov- 
ernment should not act it seems to me it should come back to Parliament and 
explain why. 

Senator Brooks: If they set a date now which is later found to be un- 
satisfactory, this bill could be amended. 

The CHAIRMAN: Except that the minister said last time he hopes to have 
negotiations finished by the end of the year, and that as far as the negotiations 
themselves are concerned, he felt they were in a better position to conduct nego- 
tiations if they didn’t have a definite date in the bill for its coming into force. 


Senator Cook: Also the bill may come into force piecemeal, and not neces- 
sarily by proclamation of the whole bill. 


The CHAIRMAN: It doesn’t mean that the whole flock of co-ordinates will 
be settled by one order in council. 


Senator McCutcHron: But fixing the date does not affect fixing the co- 
ordinates at all. 


The CHAIRMAN: No. 


Senator Cook: But you could fix the baseline and not establish a fishing 
zone. 


Senator Brooks: The bill will be brought in all at one time. There will 
not be half a dozen dates for that. 


The CHAIRMAN: I think the whole thing is contained in the minister’s state- 
ment last time. His view is that he is in a better position to negotiate if he has 
not a deadline in the bill at this time. But he did express the best opinion he 
could that he hoped to have it all concluded by the end of the year. 


Senator Brooks: It is hard to understand the reason. 


The CHAIRMAN: It isn’t the first time we have accepted an explanation by 
a minister, and I don’t suppose it will be the last. 


Senator Brooks: There is so much interest in this across the country. The 
fishermen would like to have something more definite. 


The CHAIRMAN: If there is so much interest it will not be long delayed. 
Shall section 13 carry? 


Hon. SENATORS: Carried. ; 
The CHAIRMAN: Shall the title carry? | 4 
Hon. SENATORS: Carried. 
The CHAIRMAN: Shall I report the bill without amendment? | 
Hon. SENATORS: Carried. 
The committee adjourned. 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, May 27, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 9.30 a.m. 


Present: The Honourable Senators: Hayden (Chairman), Aseltine, Beau- 
bien (Bedford), Blois, Bouffard, Brooks, Burchill, Choquette, Cook, Crerar, 
Croll, Fergusson, Flynn, Gershaw, Gouin, Hugessen, Irvine, Kinley, Lambert, 
Lang, Leonard, Macdonald (Brantford), McCutcheon, McLean, Molson, Power, 
Reid, Smith (Kamloops), Taylor (Norfolk), Thorvaldson, Walker, White, 
Willis and Woodrow. (34) 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


On Motion of the Honourable Senator McCutcheon it was RESOLVED 
to report recommending that authority be granted for the printing of 800 
copies in English and 300 copies in French of the proceedings of the Com- 
mittee on Bill S-13. 


Bill S-13, intituled: “An Act to incorporate Laurentide Bank of Canada”, 
was read and considered. 


The following witnesses were heard: Mr. Alastair Macdonald, Q.C., 
Parliamentary Agent; Mr. Peter Paul Saunders, petitioner; Mr. Paul Britton 
Paine, Counsel. 


At 11.10 a.m. the Committee adjourned further consideration of the said 
Bill. 


Attest. 


F, A. Jackson, 
Clerk of the Committee. 
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THE SENATE 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 
EVIDENCE 


OTTAWA, May 27, 1964. 


The Standing Committee on Banking and Commerce, to which was referred 
Bill S-13, to incorporate Laurentide Bank of Canada, met this day at 9.30 a.m. 
Senator Salter A. Hayden (Chairman) in the Chair. 
The committee agreed that a verbatim report be made of the com- 
mittee’s proceedings on the bill. 
The committee agreed to report recommending authority be granted 
for the printing of 800 copies in English and 300 copies in French of the 
committee’s proceedings on the bill. 


The CHAIRMAN: Senator Cameron, you are the sponsor of the bill. 

Senator KINLEY: Mr. Chairman, I was away last time. What happened to 
the Bank of Western Canada bill? 

The CHAIRMAN: We considered the sections, and when we came to the 
preamble there was a motion to defer consideration of it at that time, and that 
motion carried. So it stands on the agenda, but it will not be proceeded with 
again until a motion is made that we consider the preamble. 

Senator KINLEY: Was the substance passed? 

The CHAIRMAN: The various sections were passed. 

Senator KINLEY: But not the preamble? 

The CHAIRMAN: No, so it stands. 

Senator KINLEY: All right. 

Senator CAMERON: Mr. Chairman and honourable senators, I do not propose 
to take any of your time this morning because the principals are here who can 
speak for this bill, but I would merely like to present those who are making 
the application. 

First, I introduced to you Mr. Alastair Macdonald, Q.C., of Ottawa, Ontario, 
Parliamentary Agent and Counsel for the petitioners; Mr. Paul Britton Paine, 
Q.C., of Vancouver, B.C., who is one of the petitioners and also a counsel for the 
petitioners; Mr. Peter Paul Saunders, executive of Vancouver, B.C., who is one 
of the petitioners. In addition, in attendance are: Mr. Andrew Elliott Saxton, 
executive, of Vancouver, B.C., a petitioner; Mr. William Crossley Mainwaring, 
executive, of Vancouver, a petitioner; Mr. Lionel Leroux, notary, of Montreal, 
Quebec, a petitioner; and Mr. Bernard de Lorimier Bourgeois, Q.C., of Mont- 
real, also a petitioner. 

I will now ask Mr. Macdonald to address you. 

The CHAIRMAN: Yes, Mr. Macdonald? 

Mr. Macponatp: Mr. Chairman, could we have leave to call Mr. Peter Paul 
Saunders, who has a presentation. 

The CHAIRMAN: Yes. 

Mr. Macponatp: And could we have leave to distribute some material? 

The CHAIRMAN: Yes. In the meantime I should advise the committee that 
our Law Clerk reports that in his opinion this bill is in proper legal form. 
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Mr. Peter Paul Saunders. Executive, Vancouver, British Columbia: Mr. Chairman 
and Honourable Senators: 

Thank you for the opportunity to appear before you today on behalf of 
the petitioners for the incorporation of the Laurentide Bank of Canada. 


This submission, which appears rather bulky, is in fact quite brief; a 
substantial portion of its bulk is made up of some of the charts we prepared 
when examining the feasibility of our proposed new enterprise. I will touch 
briefly upon them in my remarks and hope they may prove useful to the 
Committee in your consideration of this bill. 

Before proceeding with other matters relevant to our position, I should 
like to take a minute or two to review with you the personal and business 
experience of our petitioners, including those who, regrettably, are unable to 
attend today. 

Mr. Andrew Elliott Saxton is Executive Vice President of Laurentide 
Financial Corporation Ltd., a director of that company and a director of all of 
its subsidiaries, both Canadian and foreign. Mr. Saxton has had extensive 
experience in the field of credit on a very broad scale. Mr. Saxton is married, 
has four young children and lives in West Vancouver, British Columbia. 


Mr. William Crossley Mainwaring, O.B.E., is currently President of the 
Peace River Power Development Company Limited. Recently, as you are no 
doubt aware, the assets of this corporation were expropriated by the Govern- 
ment of the Province of British Columbia. From 1932 until the appointment to 
his present position. Mr. Mainwaring held various executive positions with the 
B.C. Electric Company, except for the period from 1940 to 1946 when he was 
loaned to the Bank of Canada to carry on some special assignments as a 
member of the National War Finance Committee. He holds a number of 
directorships and has been active in a variety of community projects, especially 
in his home city of Vancouver. 

Mr. Paul Britton Paine, Q.C., is senior partner of the firm of Paine, 
Edmonds, Mercer, Smith and Williams of Vancouver. He is Secretary of Lauren- 
tide Financial Corporation Ltd., a Bencher of the Law Society of British 
Columbia and a director of several companies. Mr. Paine has had extensive 
experience in matters of public financing including the negotiations involved 
in the raising of substantial capital funds and the development of debt and 
money market instruments. 

Mr. Edgar Saba, who unfortunately could not be with us today, is President 
and General Manager of Saba Bros. Limited, a chain of departmental stores 
founded by his father many years ago and operating in British Columbia. 
Mr. Saba has grown up in the merchandising business and has a broad knowl- 
edge of the problems encountered in that industry; he has been an active 
member of a variety of cultural and community organizations in his native 
city of Vancouver. 

Mr. Howard T. Mitchell is President of Mitchell Press Limited, a printing 
and publishing firm located in the city of Vancouver. He is a director of a 
number of other companies including one of the largest in the forest industry 
in the Province of British Columbia. Mr. Mitchell is currently President of the 
Canadian Chamber of Commerce, in which capacity he is today addressing the 
Chamber of Commerce in Charlottetown, Prince Edward Island and therefore is 
unable to be with us today. Through his varied activities, Mr. Mitchell is 
knowledgeable of many matters having to do with the problems of business 
and industry, both large and small. He is an active and public spirited Canadian 
and makes his home in the city of Vancouver. 


Mr. Bernard De Lorimier Bourgeois, Q.C., LL.L. is senior partner of the 
firm of Bourgeois, Doheny, Day and Mackenzie of the city of Montreal. He has 
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been an active and prominent member of the Bar and is currently Vice- 
President for Quebec of the Canadian Bar Association. He was born in the city 
of Montreal where he makes his home and is a director of a number of cor- 
porations and has had experience in a great variety of business matters. 


Mr. Lionel Leroux is a member of the firm Leroux, Faribault and Leroux, 
Notaries of the city of Montreal. He is a director of a number of corporations 
in the fields of finance, real estate and insurance and his business experience 
in these and other fields is extensive. He lives in Outremont and conducts his 
business in the city of Montreal. 

As for myself, I am President of Laurentide Financial Corporation Ltd., 
a position which I have held for approximately fourteen years. My business 
activities have been manly in the field of finance and credit, a field which is 
closely allied to the business of banking and I have had some experience in 
building a branch organization which is portrayed in appended Charts 1, 2 and 
3. It is contemplated that if the charter is granted that I will become the 
Chairman of the Board of Directors of the Laurentide Bank of Canada. It is 
also intended that all the petitioners will become directors of the bank. We are 
all Canadian citizens and as you may have noted, six of us live in Vancouver 
in the Province of British Columbia and two in Montreal in the Province of 
Quebec. 

It is intended that the Bank should be truly national in character. How- 
ever, it is obvious that it will take time to accomplish this and because of this 
the first branches will be opened in and around the two cities where the 
provisional directors reside. As it becomes appropriate, more directors will be 
appointed so that representation on the Board will broaden and cover a wide 
range of our country on a geographic and economic basis. 

When Senator Cameron introduced our bill for second reading in the 
Senate, he mentioned that the bank was intended to be a subsidiary of Lauren- 
tide Financial Corporation Ltd. It has been our intention that the new bank 
should be in some fashion allied with the latter company, for the operations of 
the two institutions can be in many ways complementary one to the other as 
has been evidenced by similar alliances established by some of the existing 
chartered banks. Initially, it appeared appropriate that this alliance should © 
take the form of a parent-subsidiary relationship, with subsequent public 
participation in the Bank being invited when its circumstances had somewhat 
matured. However, it is apparent that if the bank should be a subsidiary of 
Laurentide Financial Corporation, the restrictions upon non-resident participa- 
tion in its share capital—as set forth in section 5 of the Bill before you—would 
have little meaning; transfer of control of the parent company to a non-resident 
would effectively place the bank under foreign control. I shall refer further 
to the question of control of Laurentide Financial Corporation later. 

This matter has been thoroughly canvassed by the Directors of Laurentide 
Financial Corporation. In the result, the proposed invitation for public partici- 
pation in the bank has been accelerated, and accordingly, it is now intended 
that the bank will be financed by a portion of the capital to be issued being 
offered to the shareholders of Laurentide Financial Corporation Ltd. in the 
form of rights. These shareholders numbered approximately 5,700 as at Decem- 
- ber 31, 1963, and no significant change has occurred in this number since that 
date—see Chart 4 respecting their geographic distribution. The balance of the 
shares will be sold to a group of underwriters for the purpose of public dis- 
tribution in Canada. The underwriters will attempt to obtain the widest possible 
distribution of the shares of the bank. 

This plan of financing, by way of rights granted to the Laurentide Financial 
Corporation shareholders and wide public distribution through the under- 
writers, is intended to ensure that the shares of the bank will be available to 
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a broad segment of Canadian investors, that no person or group should have 
control of the bank and that Section 5 of the bill will effectively achieve its 
intended purpose. 

I might mention that our confidence that the proposed financing will be 
favourably received by the Canadian public is reinforced by the very wide- 
spread demand for direct participation through purchase of the bank’s shares 
which has been made known to us through the many letters, caeoaaue calls 
and other communications we have received. 

Because of the public financing which is now contemplated, it appears 
desirable that the authorized capital should be increased from the one million 
shares set forth in the bill. Accordingly, we respectfully request that the 
appropriate amendments may be made to increase the capitalization to three 
million shares of the par value of $10 each. 


You will appreciate that the exact number of shares which will be issued, 
and their issue price, cannot be stated at this time. However, if our application 
as amended is approved, the number of shares to be initially issued will 
probably exceed one million, and it is the intention of the provisional directors 
that they will be issued at a price which will result in a paid-in surplus on 
the books of the bank at least equal to the amount of the capital account. 


I have mentioned that we consider it desirable for the proposed bank to 
ally itself with Laurentide Financial Corporation Ltd., with which company 
a number of us appearing before you today are associated i in one way or another. 
It may be of interest to the members of the Committee to know that the 
Directors of Laurentide Financial Corporation formed the intention, approxi- 
mately eight years ago, to assist in the formation and development of a new 
Canadian chartered bank. This was prompted by their view, which continues 


today, that such an institution could be of benefit to and be assisted by that, 


company to the advantage of each. Active preparation towards this end com- 
menced some four years ago when Laurentide Financial Corporation Ltd., 
together with local interests, formed the Commonwealth Industrial Bank Ltd. 
in the Bahama Islands. At about the same time, the company began to locate 
its offices in Canada in premises which could be suitable for the operation of 
bank branches. There are now more than 70 such locations distributed amongst 
the Provinces of Quebec, Ontario, Manitoba, Saskatchewan, Alberta and British 
Columbia. Some of these might be made available to the proposed bank, in 
order to assist the development of its branch system. Certain employees of 
Laurentide Financial Corporation who have considerable banking experience 
and who were employed in anticipation of the incorporation of the bank will 
be available for employment by it, and this staff should assist in its rapid 
organization and early readiness for the commencement of business. Other 
areas of co-operation may be developed between Laurentide Financial Cor- 
poration and the new bank. Any such arrangements would be made up on 
an equitable basis, and, of course, in conformity with the Bank Act, so that 
the cost of the contributed facilities would be properly allocated between the 
two institutions. Such arrangements would have to be worked out keeping in 
mind the extent of the activities covered, and would be subject to change from 
time to time as variations occur in them. 

I might add that any arrangement envisaged in these remarks would be 
subject to scrutiny by the Inspector General of Banks who would satisfy 
himself concerning their fairness, a situation with which we would be entirely 
satisfied. 

I have stated that I would refer further to the question of the control 
of Laurentide Financial Corporation Ltd. 


At the present time, this control is vested in Power Corporation of Canada, 
Ltd. which holds a substantial number of the Corporation’s shares and, as it 
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advised Senator Hayden and the Committee by letter dated May 15, 1964, its 

shareholdings either in whole or in part represent an investment which is 

at any time subject to disposition. By reason of a voting trust arrangement 

in its favour, the sale of its interests by Power Corporation could result in 

- control passing to another corporation or group, and a consequent dislocation 

_ of the tentative plans I have mentioned earlier. This would be material in two 
principal areas. 

Firstly, were such a sale to be accompanied by a successful offer to acquire 
the common shares of Laurentide Financial Corporation, the present large 
number of such shareholders might be reduced to only one. In this event, the 

contemplated offer of rights to the Laurentide Financial Corporation share- 
holders to purchase shares in the bank would, in the view of the petitioners, 
require curtailment so that any such new owner of the shares could not obtain 
the right to acquire greater than 10% of the bank’s shares. 


Secondly, if any such transfer of control should occur, the new owner 
might not be prepared to enter into the possible reciprocal arrangements con- 
cerning business co-operation which I discussed before. This might delay 
the growth of the enterprise; it would not prevent its successful establishment. 


Some views have been expressed concerning the need, or lack of it, with 
regard to additional chartered banks for our country. Our application is not 
based on any criticism of the existing chartered banks, but rather on conclusions 
at which we have arrived from extensive study that apportunities do exist for 
new banks in Canada. 


A correlation of the growth in national income and the assets of all the 
Canadian chartered banks shows a remarkably similar pattern. In the nine 
year period ending December 31, 1963, the national income increased by 72% 
as did the assets of the chartered banks. This is graphically portrayed on 
Chart 5. During this period the composition of the assets of the Canadian banks 
as a group changed, as shown on Chart 6, to the extent that approximately two 
thirds of the growth took place in the ‘‘Loans”’ category. Well over half of this 
growth was financed by growth in savings deposits, and about one quarter by 
growth in demand deposits, as shown on Chart 7. The change in the number 
of deposit accounts per branch and their makeup are shown on Chart 8. 


As a matter of interest, the number of bank branches increased in this 
period by 1,359, Chart 9, at a slightly faster rate since 1955 than the increase in 
population as shown by Chart 10, while average total loans and deposits per 
branch increased as shown by Charts 11 and 12. At the end of December 1962, 
48.8% of total lending in Canada was carried out by the eight chartered banks, 
while 61.2% of loans were granted by some 4,600 other organizations, includ- 
ing life insurance companies, credit unions, finance companies and trust com- 
panies. This is illustrated by Chart 18. 


In spite of this impressive growth pattern, growth in bank assets in Canada 
during the years 1960-1963 was slower than the comparable figures for France, 
the U.K. or the U.S.A. as shown on Charts 14 and 15, a situation which may be 
significant when it is realized that in these countries a far greater number of 
banks compete for the available business than is the case in Canada. 


We believe that under our free enterprise system, opportunity rather than 
need dictates the number of competitors in any given field. Our system does not 
limit the number of new participants in any industry and its strength, in fact, 
lies in the competitive spirit which it engenders so that new ideas and greater 
service to the public are rewarded. Our studies have convinced us that 
there is indeed room for new banks and particularly so for one such as the 
Laurentide Bank which will establish its head office in Vancouver. We strongly 
feel that its establishment of a bank head office in this city will encourage the 
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development of business enterprises, the fostering of trade with other coun- 
tries, especially the Pacific region of the United States and the Orient, and the 
development of new industry in the Province of British Columbia. We feel that 
our proposal will help in the achieving of these goals. 


In the period December 31, 1954, to December 31, 1963, Canadian chartered 
bank loans have grown from 4.24 billion dollars to 9.48 billion dollars. Chart 
16 portrays this growth and breaks down the loans into three categories— 
namely, general loans, special loans and other loans. You will note from the 
chart that out of the growth of 5.24 billions of dollars, the greatest increase 
has been achieved in the field of general loans. The category of general loans 
which has shown the greatest growth can then be broken down into four 
components: business loans, personal loans, loans to farmers and loans to 
non-business institutions. Relative growth of the various categories just men- 
tioned can be assessed by examining Chart 17 and it becomes obvious that 
the main growth has taken place in the first two categories, namely, business 
loans and personal loans. 


In examining the situation relating to these two types of loans, I would 
first like to deal for a moment with the category of personal loans. This is a 
segment of the credit industry in Canada which has experienced a strong 
demand on the part of the Canadian public. Such loans are made primarily 
to younger people for purposes of advancement and acquisition and represent 
a field in which several of us have had experience. Credit of this type has 
contributed materially to the advancement of our standard of living and to the 
development of a domestic market for Canadian production. The Canadian 
chartered banks have only recently entered this field and our studies show that 
in spite of a remarkable growth in the field of personal loans by our banks, 
there exists a continuously growing demand for this service and again we hope 
that the proposed Laurentide Bank of Canada will help in meeting this demand. 


Personal loans are divided into two categories, namely, secured loans 
against marketable securities and unsecured. Chart 18 shows the relative 
growth which has taken place in these two classifications. You will note that 
the main part of the growth has been in the unsecured segment and this is the 
field which has been termed the consumer credit industry. Chart 19 shows 
the overall growth in the consumer credit picture and breaks down the various 
participants which make up the total. The heavy line towards the middle of 
the page demonstrates the growth of the chartered banks in the field of consumer 
credit as it relates to the other participants. Chart 20 demonstrates the impor- 
tance of consumer credit in the total loan portfolio of the Canadian chartered 
banks. This growth in the percentage of total loans represented by consumer 
credit as far as the portfolio of the chartered banks is concerned, is shown on 
Chart 21 which provides seasonal detail for the material previously referred to 
in Chart 18. 


The situation concerning competition in the field of personal loans is quite 
different from the one which exists with regard to business loans. Chart 22 
illustrates this and the conclusion can be drawn that the field of business loans, 
which is indeed a very important and vital factor in the growth and development 
of business organizations in the nation, is served to the extent of 86.9% by 
only eight chartered banks. 


We are aware of the fact that there may be changes to the Bank Act 
during the next year and before the time our application was submitted, we had 
considered holding it up until the proposed changes were known. However, 
the conclusions from the studies which we have made, not only in our own 
country but also in the United States, the United Kingdom, France and other 
countries, have convinced us that need and opportunity do, in fact, exist and 
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that they will not decline but rather increase with the passage of time. Should 
the Bank Act change, it will, of course, apply to all competitors in the field, 
including the eight chartered banks whose charters will expire on July 1st 
of this year and who presumably will obtain temporary charters for the 
following twelve months. Is it not consistent with the intended temporary 
renewal of the charters of the existing eight banks to consider the granting 
of new charters at this time on a similar basis? 


On Wednesday, March 18, 1964, Mr. Chairman, during the hearing of 
this Committee, you recommended that in order to report favourably upon a 
Bill for the incorporation of an additional chartered bank, the Committee must 
be satisfied with regard to the make-up and personnel of the proposed institution 
and with the economic situation existing in the country. We have attempted to 
provide the Committee with information along the lines indicated by you, Mr. 
Chairman, and we are, of course, available to furnish the Committee with any 
information which you feel would be of assistance. 


THE CHAIRMAN: Honourable senators, before you commence questioning 
Mr. Saunders, I should make part of the record, and read to you, the letter 
which is referred to on page 7 in this brief. 


This is a letter of May 15, 1964, from Power Corporation of Canada, Lim- 
ited. It was addressed to me with a request that I convey the message to the 
committee. Thereupon I had copies made and distributed to the members of the 
committee, so you are familiar with it. I think it should be part of the record. 
It reads: 


POWER CORPORATION OF CANADA, LIMITED 


One Place Ville Marie 
Montreal 2 


May 15, 1964. 


- The Honourable Senator Salter Hayden, 
Chairman, 
Senate Banking and Commerce Committee, 
Parliament Buildings, 
Ottawa, Ont. 


Dear Senator Hayden: 


Laurentide Financial Corporation Ltd., has caused an application 
to be submitted for the incorporation of a new bank under the name 
of Laurentide Bank of Canada. 


Power Corporation of Canada, Limited is the beneficial owner of 
less than 36% of the voting shares of Laurentide. This holding rep- 
resents less than 9% of the equity, (i.e., those shares entitled to partici- 
pate in its surplus) although Power Corporation is a party to a voting 
trust arrangement which does control the votes pertaining to a majority 
of such shares. The Board of Directors of Laurentide comprises ten 
members, of which only two are also Directors of Power Corporation. 


The opinion of the Board of Laurentide in the administration of its 
affairs does not necessarily coincide with that of the Directors of Power 
Corporation, who must give consideration to its many investments in 
institutions other than Laurentide. The application has been made 
on the the initiative of the management of Laurentide, representing its 
shareholders, which number in the thousands, following a decision of 
a majority of its Directors. Power Corporation has not sponsored, and 
does not support the application in any way. 
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In considering this application Parliament should not assume that 
Power Corporation may not in the future vary its investment in Lauren- 
tide, although if the investment were disposed of in whole or in part 
we would seek to give Canadians first preference. 


Would you please convey this message to the other members of your 
Committee. 
Yours very truly, 


(Signed) 
Peter N. Thomson 
Chairman and President 


Honourable senators, have you any questions to ask Mr. Saunders now? 

SENATOR HUGESSEN: I must say that this brief which has been submitted by 
Mr. Saunders shows a very different picture from that which we were given 
upon the second reading of the bill. From my point of view, I think it is a much 
more favourable picture, because it appears to indicate now that this has 
started on the basis of broad and diversified ownership of its shares. I wanted 
to ask Mr. Saunders this question: He says that the objection now is that part 
of the capital is to be offered in the form of rates, and that the rest of the 
financing is to be done by underwriters; is that so? 

Mr. SAUNDERS : That is correct, sir. 

Senator HucEssEN: Could you tell us, Mr. Saunders, what is your present 
capital structure in Laurentide Finance Corporation and what proportion of its 
issued shares are held by Power Corporation of Canada? 

Mr. SAUNDERS: I think, senator, the letter which the Chairman has just 
read out indicates the approximate equity ownership of Power Corporation. 

Senator HuGESSEN: It does, Mr. Saunders; but I would like a little more 
detail about that. Is your capital in Laurentide Finance in one class of shares, 
or two, or what? 

Mr. SAUNDERS: There are several classes, sir. A company like Laurentide 
Finance Company operates on a formula, and the formula has to do with ratio 
equity to debt, and there are various levels of equity and also quite a few 
levels of debt. But to answer your question, sir, at the bottom of the pile we 
have subordinated common shares which number three million, both authorized 
and issued. 

Senator MCCUTCHEON: Owned by whom? 


Mr. SAUNDERS: They are principally owned by Power Corporation; about a 
little more than half are owned by them; and a little less than 50 per cent are 
owned by Derston Investment Corporation Limited. This is a company which is 
owned by Mr. Andrew Saxton and myself. 


Senator McCuUTCHEON: The sole voting shares? 
Mr. SAUNDERS: No. Both the subordinated and common. 


Senator LEONARD: Three million subordinated common shares with one 
vote per share? 


Mr. SAUNDERS: Yes, one vote per share. The next class are the common 
shares, and there are approximately a million and three-quarters of common 
shares outstanding. Chart 4 shows the distribution by shareholders, and there 
are approximately 5,700 shareholders. The largest shareholder, again, is Power 
Corporation of Canada, and it owns approximately 138,000 of these shares. 
Derston Investment Corporation, which I mentioned earlier, owns approximately 
_100,000 shares. Then there are various sizes of ownership ranging down from 
there. 
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“The CHAIRMAN: Are there any companies of the style or character of 
erston that own these common shares? 
Mr. SAuNDERS: Not to any extent, sir. No, I have no knowledge of any. 
- The shareholdings could be small. 

The CHAIRMAN: In which you or any other directors of Laurentide have 
an interest? 


Mr. SAUNDERS: Only nominal. 

Senator BEAUBIEN (Bedford): Nothing of any significance? 
Mr. SAUNDERS: Nothing of any significance. 

Senator HUGESSEN: Any other class of common shares? 


Mr. SAUNDERS: No. These are the only going shares, and these are the only 
common shares. There is a second class of preferred shares, 


Senator HUGESSEN: I am only dealing with the shares to which rights would 
be given. 
Mr. SAUNDERS: The secondary preferred are convertible into the common, 
and it is conceivable that they will have converted. We did not set out the 
holdings of the secondary preferred, but they are distributed on quite a 
wide scale. 


Senator HUGESSEN: How many issued shares of preferred? 


Mr. SAUNDERS: I will have to trust to my memory—119,000, and they are 
convertible into common on the basis of two common shares for each secondary 
preferred share. 


Senator HUGESSEN: Would it be your intention to offer the shares to your 
-subordinating common shares and to your common shares on an equal basis? 


Mr. SAUNDERS: Well, on an equitable basis but not necessarily an equal 
basis. | 
Senator HUGESSEN: What do you mean by an equitable basis? 


Mr. SAUNDERS: I mean, the subordinated common have a par value of one 
dollar. The common shares have an actual market value at the present time 
in the neighbourhood of $14, so the ratio would have to be worked out between 
them, because the subordinated common have conversion rights into the 
common on the basis of seven to one, with some payment. They also represent 
the control of the company and we feel that we would sit down with our under- 
writers at the time when this distribution is made and work out a formula 
whereby the subordinated common would be offered rights on a certain basis, 
and the common on another basis. 


The CHAIRMAN: And if your shareholders were not happy with that you 
might have some difficulty? 


Mr. SAUNDERS: Oh, yes, that is always a possibility. It is very difficult to 
keep everybody happy, but we try to work it out on a basis which seems fair 
to everybody. 


Senator HUGESSEN: I think it would be of interest to the committee, Mr. 
Saunders, if you could present us, perhaps in due course, with a table or 
formula showing, first of all, approximately the number of common shares, the 
number of shares at the bank you propose to offer to your existing shareholders 
by way of rights, and on the assumption that those are all taken up, what 
proportion of the shares of the bank would then be offered to and owned by 
Power Corporation of Canada and the other holding corporation you mentioned. 


Mr. SAUNDERS: We can work that out, sir. We have not determined at this 
point what percentages of the proposed capitalization of the bank would be 
offered to the shareholders. 


— 
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Senator McCuTcHEoN: These are new concepts you are putting forward to 
us this morning? 

Mr. SAUNDERS: Not exactly. It is a little new to the extent that we felt to 
begin with the bank should be a subsidiary of the finance company. However, 
we always did have in mind to bring the public in. Then it appeared that the 
controls as far as Canadian ownership would not be workable if the parent 
company’s position changed, so rather than Laurentide Financial buying the 
interest, we thought that the shareholders of Laurentide Financial ’would be 
given the opportunity to come in. 

Senator HUGESSEN: I think that is a much happier picture. 

Mr. SAUNDERS: Thank you. 

Senator McCuTcHEon: What investment does Laurentide intend to make 
in the new bank, if any? 

Mr. SAUNDERS: It is not contemplated at this time, sir. 

Senator McCuTcHEon: Laurentide as such will hold no shares in the new 
bank? 

Mr. SAUNDERS: No. 

Senator BouFFARD: Could you give us a detailed résumé? 

Mr. SAUNDERS: Let me say that there is an agreement between Power 
Corporation of Canada Limited and Derston Investment Corporation Limited, 
whereby the two corporations will pool their stock, and Power Corporation of 
Canada Limited has the right to determine how they are to be voted. There are a 
number of other things covered in that agreement, and this is the basic part as 
far as the voting is concerned. 

Senator BOUFFARD: Do you think it would be possible to get a copy of the 
voting trust agreement? 

Mr. SAUNDERS: Yes, that would be quite all right. I do not have it with 
me; we can get it. 

Senator BouFFaRD: What is the control of the voting trust agreement? 
What is the percentage you carry in the voting trust agreement? What per- 
centage of shares do you have to vote? 

Mr. SAUNDERS: This percentage is subject to change. There are at the 
moment about 12 million common shares outstanding and exactly three million 
subordinated common shares. The subordinated common shares have one vote 
per share, and the common shares have one vote per share. So at the present 
moment three million out of 43 million are the subordinated common. Just 
about the entire subordinated common would be covered by this voting trust; 
I would say, about 98 per cent. There is no restriction, other than the limits 
on authorization, on the number of common shares that could be issued. Let 
us assume that the Laurentide Finance Corporation group require additional 
capital. There might be five million of common outstanding. At this point the 
subordinated common would represent three-eighths, but today they represent 
two-thirds. 

The CHAIRMAN: That change could only take place with the approval of 
those who presently control? 


Mr. SAUNDERS: There is some room in the authorized? 


The CHAIRMAN: I do not mean that. I mean, if you have a voting trust 
agreement under which the parties have voting control and it is proposed to 
issue additional voting shares which would upset that control, the people who 
enjoy the control would certainly have a good, hard look at it. 


Mr. SAUNDERS: Yes. 
The CHAIRMAN: And you would have to carry them along with you? 
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Mr. SaunbDeEerS: There are provisions in the articles relating to the sub- 
rdinated common that provide, on a certain basis, that the subordinated 
common can convert into the common. The agreement you have referred to 
‘sets out, for instance, the position which would result if, let us say, one of the 
- parties decided to convert into the common and the other one would like 
_ to continue with the voting trust. 


Senator McCuTcHEON: You will let us have a copy of the agreement? 
| Mr. SAUNDERS: Yes. 
| Senator MCCUTCHEON: That is the best way. 
) Senator CRERAR: Laurentide started, Mr. Saunders, about 1950, is that 
right? 
Mr. SAUNDERS: Yes. 
Senator CRERAR: What was your original capital? 
Mr. SAUNDERS: $1,500. 
Senator CRERAR: What is it now? 


Mr. SAUNDERS: The paid-in capital of the company is approximately $35 
million. 


Senator CRERAR: When did Power Corporation come in? 
Mr. SAUNDERS: In 1956. 

Senator CRERAR: Did they initiate, or did you initiate? 
Mr. SAUNDERS: Their entrance into it? 

Senator CRERAR: Yes. 


Mr. SAUNDERS: It is hard to say where it started. I would say it was a 

' mutually agreeable arrangement. We met them first through their efforts, but we 

were quite interested in associating ourselves with somebody who had greater 

knowledge of the financial markets than we did, and we were very pleased 
to enter into that association. 


Senator CRERAR: When they entered, did they really get control of 
Laurentide? 


Mr. SAUNDERS: Yes, when they came into the picture they acquired 99 
per cent of the voting stock, and the capital was re-organized last year whereby 
their actual control was considerably reduced. As I mentioned, Derston Invest- 
ment Corporation, which is owned by Mr. Saxton and me, together with 
Power Corporation, invested a large amount of money, over $3 million, to add 
more capital to the company, and at the same time the voting control was 
reduced. It was foreseen that the time would come when this control position 
would completely disappear, and machinery was set up which would enable 
that to happen. 


We have never had any interference from Power Corporation in matters of 
management, and as their letter says only two of our ten directors are also 
directors of Power Corporation. However, in this matter of the bank application 
they have had a rather sensitive position, because Mr. Thomson, who wrote 
this letter, is a director of one of the chartered banks. Several of the directors 

- of Power Corporation are directors of chartered banks, including the president 
of one of the chartered banks; and this is a situation which has created a little 
bit of embarrassment, I suppose; and this particular gentleman who is president 
of one of the chartered banks has gone on record as not favouring further bank 
charters. So there has been a little bit of, you might say, tightrope walking 
on the part of directors of Power Corporation who are also directors of 

_ Laurentide. 
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Senator CRERAR: Could I put it this way: is it a reasonable assumption 
that the Power Corporation interests were a bit doubtful about the wisdom 
of Laurentide applying for a bank charter? 


Mr. SAUNDERS: We were certainly not advised of that at the time we made 
our studies for this application. They now express some doubt, but we do not 
share those doubts. 

Senator McCutTcHrEon: Mr. Thomson, the president of Power Corporation, 
is a director of yours. Did he vote in favour of your making this application? 
He says in his letter that the majority of your directors approved this applica- 
tion. 

Mr. SAUNDERS: Yes. 

Senator McCuTcHEON: What is his position? 


Mr. Patne: Might I answer the question, Senator McCutcheon? I do not 
think Mr. Thomson was present at the directors’ meeting when the final deci- 
sion was taken. The matter was first referred to a committee, and he was not 
present at the subsequent meeting. Among the directors present—a substantial 
number of the ten—there was no dissent. 

The CHAIRMAN: I think the answer is in the letter, where it is stated that, 
“Power Corporation has not sponsored, and does not support the application 
in any way’”’. 

Senator McCuTCHEON: He indicated the majority of directors, and I won- 
dered if there had been a division, or whether some were absent. 

Mr. SAUNDERS: That is the case. 


Senator CRERAR: The letter which the Chairman read from the Power 
Corporation, would you construe that as a sort of intimation to the committee 
that it should not rely in any way on the permanency of Power Corporation 
being associated with Laurentide? 


Mr. SAUNDERS: I would say, senator, that is a possibility. I have no way 
of interpreting it. The letter was written with our knowledge, but against our 
advice because we felt that the application for the charter which we are 
making is not materially affected by Power Corporation’s position. 

Senator CRERAR: Were you aware that Power Corporation was going to 
send this letter? 


The CHAIRMAN: Yes, he said that he was. 


Mr. SAUNDERS: Yes, we were advised it was going to be mailed. Our own 
advice was that it is of no particular significance as far as our application is 
concerned, and that it may confuse rather than clarify the situation. 


Senator Cro: I think it would be useful to the committee to have the 
last three annual statements of Laurentide, the Derston Corporation, who are 
concerned, and any others about whom we may not have heard that are in 
any way involved, so we could have the opportunity to examine them. 


Mr. SAUNDERS: We would be happy to make the Laurentide available, 
they are public; and, Power Corporation, if you would care to look at them, 
they are public. Derston is a private company. We will be happy to supply 
information that would be of use. 


Senator CROLL: I am not pressing for the private one, just the public ones. 


Senator McCuTcHEON: Mr. Saunders, you have undertaken to provide 
certain information that Senator Hugessen asked for. Have you reached any 
conclusion as to what proportion of the initial capital of the bank will be 
offered by way of rights and what proportion will be underwritten? 


Mr. SAUNDERS: We have no conclusion, senator, but we have naturally 


- some ideas. 
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x Senator McCutcHEon: How firm are those ideas? Could you give them to 
us? | 

Mr. SAUNDERS: Let us say for the sake of simplicity that we are thinking 
about half and half. Whether it will be 40 per cent and 60 per cent, or 35-65, 
or 59-45 we cannot determine that at the moment because things could change 
in the meantime. For instance, today Laurentide has about 5,700 common 
shareholders. At the time the charter is granted and we set out to raise the 
capital and the number increases to, say, 8,000, we may make a little larger 
percentage available. 

These are some of the considerations, but let us say for the sake of sim- 
plicity that we are thinking in terms of approximately half and half being 
offered to the shareholders, and this has no significance as far as any control- 
ling position is concerned, because it is on an equity basis which is more or 
less how the offer would be made. Nobody holds a substantial percentage. 

Senator McCutTcHEon: That is the point I am coming to I think the com- 
mittee will be interested in having some more definite information as to the 
manner in which you propose to finance the bank, the number of shares you 
propose to issue initially. You say you are going to have a surplus equal to the 
capital which would mean you are going to issue $50 shares presumably. We 
would like to know, assuming all the rights are taken up, how many would be 
owned by Derston and how many would be owned by Power Corporation. 

Mr. SAUNDERS: We can give that on the assumption of a percentage. 

Senator McCutTcHEon: On the basis of the situation existing today. 

The CHAIRMAN: Let us assume you had your charter today, and you were 
going to raise the money. What would your plan be? You would be in the hands 
of the underwriters to some extent as to how much they could support on a 
public offer. Then on the question of rights or restriction, are you proposing, 
if it is not going to be an equal distribution of rights in relation to shareholdings, 
on what basis will you make the distribution? 

Mr. SAUNDERS: I am not sure I understand this. I was under the impression 
that one has about a year after a charter is approuved to raise the capital, and 
then you have to submit the information to the Treasury Board for their ap- 
proval. 

The CHAIRMAN: That is right. Of course you don’t have to give us this in- 
formation. 

Mr. SAUNDERS: We would be happy to do this but we cannot. We have to 
deal with the facts as they exist when we go out to raise the money. 

The CHAIRMAN: Supposing you have a charter, what would your plan be? 

Mr. SAUNDERS: We would have to discuss it with the underwriters. 

The CHarrMan: If you get your charter and didn’t get the certificate for a 
year, the situation might be difficult. We are interested in where the control of 
the bank may end up. 

Mr. SAUNDERS: We can make the assumption that if we had the charter 
today it certainly would be done. ; 

Senator McCurTcuHeEon: As of today’s conditions and the outstanding capital 
-Shareholdings situation. 

Senator THORVALDSON: I would like to go back to the letter you have from 
Power Corporation. To me that is very confusing. I can see where certain 
matters in that regard, if not cleared up, might become a cause of controversy 
in this committee, and I don’t think that should happen. In the first place I 
don’t see what status they have to write a letter of this kind even if they have 
a large share interest in this company. In the second place I am confused by 
what they mean when they say they do not support this application. I would 
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have gathered from that that they oppose the application, and if they do so | 


perhaps we should know that. 

I wonder if it is possible to find out Power Corporation’s connection in this 
matter, whether they have the status before this committee of a shareholder, 
majority or otherwise, and I want to know if they are merely straddling the 
fence because of their four bank directors or whether they are in ee to 
this application. 

The CHAIRMAN: Are you ready to make a comment on this? 


Mr. SAUNDERS: Perhaps Mr. Paine could answer that. 


Paul Britton Paine, Esq., Q.C., Vancouver, B.C., Counsel: I discussed this letter 
with Mr. Thomson on Tuesday last. The letter was written on the 15th of this 
month. I asked specifically what was intended to be meant by the phrase “The 
Power Corporation does not support the application.” In other words, did he 
intend to say, as one may do in talking about, for example, a political figure, 
“TI do not support Mr. So-and-so”—because the implication is that you oppose 
him. He said that was not the intention at all. The intention was to make it 
clear that Power Corporation was preserving a completely neutral position in 
that it neither sponsored nor opposed the application. The situation that has 
arisen is one of delicacy. Senator Blois mentioned this on second reading. Power 
Corporation has a number of bankers on its board. It is clear their association 
with us now may cause them some embarrassment, and they want to set the 
record straight. 

The CHarRMaAN: Is it a fair conclusion from what you have said that Power 
Corporation as the controlling shareholder is neutral in respect of this applica- 
tion? 

Senator THORVALDSON: I think that answers my question. 


Senator HucrEssen: Arising out of my previous questions, I want to go 
back to my previous discussion on rates. I understood you to say that the 
three million subordinated common shares owned by the big groups are of a 
par value of a dollar, and on the other hand the other common shares which 
are held very extensively have a market value of $14. 

Mr. SAUNDERS: That is market value. 

Senator HUGESSEN: Does that mean in determining what rights respectively 
you will give to those two classes of shareholders, you are taking the difference 
between the $1 and the $14? 

Mr. SAUNDERS: I don’t think that would be a fair assumption. 


Senator HUGESSEN: Would you offer the shares equally? 


Mr. SaAuNDERS: I think I tried to differentiate between equally and equit- 
ably. The subordinated common shares are not listed. If they were, it is 
conceivable they would have a trading market value several times the par 
value. The common shares are listed and they have fluctuated, reaching a high 
of $29 and a low of $1.25, our original listing price away back 14 years ago. 
At the present time their market value as traded, for example, on the Toronto 
Stock Exchange is approximately $14. 


Senator HUGESSEN: I am not interested in the market value. I am interested 
in the different rights you are proposing to give to these two different classes 
of shares. That affects the matter in regard to who will have the right to apply 
for what proportion is to be made. 


Mr. SAUNDERS: Well, I understand your question, but we have not attempted 
to work that out in advance because we felt that we have to deal with market 
conditions as they are at the time the rights are being offered. | 
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alue has to do with arte If the is iesces of onion shares have the same 
ights as shares of ordinary banks—I suppose it is a legal question as to 
hether you can differentiate between the two; as to whether you are ety ine 
ights to the two classes of shareholders. It is very important. 


a Mr. SAUNDERS: Could I ask Mr. Paine to answer that question? 
; | Senator HUGESSEN: Yes. 


: Mr. PAINE: The provisions relating to the subordinated common now 
_ provide that if Laurentide gives a rights offering to its common shareholders 
_ the rights given to a common shareholder for one share would be extended to 
_ a subordinated common shareholder for seven shares. It is on this basis that 

you can assume that the number of rights given to the subordinated would be 
a seventh of those given to each of the common. This would not necessarily 
_ apply in the case of the bank, because the bank is separate and is not bound 
_ by that. It could decide that it would give a right to each common, and a right 
to each 14 subordinated common. But I think we will lay out a proposed plan 
as suggested, based on today’s assumptions. 

Senator BEAUBIEN (Bedford): Mr. Chairman, from the evidence it appears 
that Power Corporation controls Laurentide Financial Corporation completely, 
and without any argument. 

The CHAIRMAN: Yes. 


) Senator BEAUBIEN (Bedford): If we are going to discuss how the rights 
_ are going to be issued should wé not ask Power Corporation? 


The CHAIRMAN: That is a question I put to Mr. Saunders a while ago. I 
said that the person who has voting control in the long run has to be satisfied 
with what is being done, otherwise he will get a different board that will do 

what he wishes to have done. The question I was concerned about was when 
we were to be told who the first directors were going to be. I would assume 
that if there is going to be a public offering, and control is going to be in 
the hands of the public, we will not be sure as to how that board will be 
made up. 


Mr. SAUNDERS: We can only deal with assumptions because we have no 
bank charter today. 


‘ The CHAIRMAN: No, but you do not need a bank charter to decide on a 
plan to follow, do you? 


Mr. SAUNDERS: No, but— 
The CHAIRMAN: Do you only start planning when you have a charter? 


Mr. SAUNDERS: I did not mean to imply that, but there are certain things 
_ that you have to deal with as they exist at the time. 


The CHAIRMAN: Your plan, if I can suggest it, might be influenced by 
{ conditions at the time when you have to make a decision on this matter, but, 
surely, you have a plan beforehand. 
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Mr. SAUNDERS: There are various stages of planning. We have been plan- 

ning this for close to eight years. We have spent a lot of time in planning it. 

- So far as the board of directors is concerned, well, we have the petitioners 

who have agreed to become directors, and the bank is not tied to Laurentide 

_ Financial Corporation. Therefore, the petitioners are applying for the charter. 

They propose to make some arrangements with Laurentide so far as the 

- availability of some personnel and the possibility of transferring some loca- 
_ tions are concerned, and also, perhaps, certain services. 


7 Senator McLean: Is not the Mr. Peter Thomson of the Power Corporation 


: the head of Nesbitt Thomson and Company? 
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Mr. SAUNDERS: No, sir. 
senator McLEAN: But he is interested in Nesbitt Thomson and Company? 


Mr. SAUNDERS: No. His father was the Mr. Thomson of the firm of Nesbitt 
Thomson and Company. Mr. Peter Thomson has been a director of Nesbitt 
Thomson and Company, but he is no longer. 


senator BLoris: May I ask Mr. Saunders if he can tell us who has control 
of Power Corporation in Canada? 


Mr. SAUNDERS: I have no specific knowledge of that at this par iegee 
moment. However, I have heard it said, and I presume it to be correct, that 
Mr. Thomson has the working control. 


senator BLOoIS: I am under the impression that Power Corporation is 
controlled by another corporation, and that that corporation is in turn con- 
trolled by somebody else. What I am leading up to is that eventually the 
control of Laurentide and this bank may pass to some other person. I want 
that cleared up. 


Mr. SAUNDERS: I do not think that could happen because our plan is that 
the shares of the banks are to be distributed in two ways; one, in the form 
of rights to the shareholders of Laurentide and, two, to the public. Nobody can 
stop any member of the public from buying shares. This is the situation which 
exists in respect of the chartered banks, and many other Canadian corpora- 
tions. 

Perhaps the question of rights has caused some confusion, and I think 
I see the point, which I did not see before. We have never intended that the 
majority of the shares of the bank be offered in the form of rights to the 
Laurentide shareholders. I would say that the reason we have not answered 
specifically is that we have not dealt with the specific problem to this 
date. It is quite conceivable that the subordinated common, for instance, 
could disappear completely, because there is a formula as to how that might 
happen. We intend to offer the majority of the shares to the public. There- 
fore, it is only in that minority, which might be a large minority, which is 
going to be offered to the Laurentide shareholders that any purchase by 
Power Corporation in the form of rights could take place. 


Now, Power Corporation, or any corporation for that matter which has 
shares in Laurentide, would be offered rights on that portion. That being 
a minority portion in the first instance their opportunity to buy rights would 
be a fraction of that portion. We will work out a plan, as has been suggested, 
but I am quite sure that your question is based on the possibility of Power 
Corporation’s controlling a certain block of stock in the bank which they 
would be offered in the form of rights, and that that would represent a 
certain type of control. 


Senator Bois: There,is an agreement between Power Corporation and 
Laurentide which we have not seen. 


The CHAIRMAN: Following your question, Senator Blois, is it that easy, 
Mr. Saunders, to propose a plan under which you will make the major portion 
of the offer of rights to the public to an extent that might divest the present 
controlling shareholder of his control? Is it that easy? 


Mr. SAuNDERS: I do not think it is a question of divesting the present 
controlling shareholder of his control, because the present controlling share- 
holder controls Laurentide Financial Corporation, and Laurentide Financial 
Corporation makes no direct investment in the bank. 

We feel that the application for this charter, which contemplates the 
sharing of facilities between lLaurentide Financial Corporation and the 
Laurentide bank, has a lot of merit for both organizations. It is not necessary 
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- to have financial overlap of ownership in order to accomplish that. The 
_ directors of Laurentide Financial Corporation recognize the situation that they 

have no say whatsoever in so far as the bank is concerned. They have under- 
_ stood this situation, that it is only the Laurentide shareholder who is going 


to get the opportunity of buying these shares. 

The CHAIRMAN: Then, you are speaking to us as one of the petitioners 
for the incorporation of Laurentide Bank, and you are also speaking as 
chairman of the board of Laurentide Financial Corporation? 

Mr. SAUNDERS: That is correct. 


Senator LEONARD: Will not Laurentide Financial Corporation have to 
approve of the relative relationship of the rights to their respective share- 
holders? You assume that an offer can be made by the bank itself without 
regard to the wishes of the directors of Laurentide Financial Corporation 
as to the portion of those rights? 


Mr. SAUNDERS: Yes, we do. 

Senator LEONARD: But if the subordinated common shares have the right 
to convert—is it one subordinated common share for seven? 

Mr. SAUNDERS: No, the other way around, sir. 


The CHAIRMAN: I was wondering, Mr. Saunders, how we could assume 
that Laurentide Financial Corporation is going to give all the cooperation you 
are talking about if they are not going to have any financial interest in the 


_ bank. 


Mr. SAUNDERS: We can assume that because it makes good sense, business- 
wise. As we have stated, if they decide not to do it then that would not 
eliminate the possibility of the bank being successful. 


The CHAIRMAN: Are there any other questions? 

Senator CRERAR: What is the net worth of Laurentide today? 

Mr. SAUNDERS: Laurentide Finance is worth about $35 million. 

Senator CRERAR: Laurentide propose to take certain shares in the bank? 

Mr. SAUNDERS: No, sir. 

Senator CRERAR: You are offering rights to the shareholders of Laurentide 
today? 

Mr. SAUNDERS: That is correct. 

Senator CRERAR: Assuming you get 20 or 25 per cent of the proposed 
capital of the bank, your plan is to offer the remaining shares to the public, 
am I correct? 

Mr. SAUNDERS: That is correct. 

Senator CRERAR: We will presently have before us I expect an application 
for a charter from British Columbia. Is there enough financial resources in 
British Columbia to start off both these banks? 

Mr. SAUNDERS: That, of course, is a matter of opinion but I believe there 
is. There is a great deal of activity going on in British Columbia. There is a 


number of new industries being built and two very large Hydro Electric 


a 


schemes. There is a great deal of activity. Our studies have concerned them- 
selves mainly with banking in Canada rather than on a strictly regional 
basis. 

The CHAIRMAN: You are not putting it forward on the basis of being a 
regional bank for British Columbia? 

Mr. SAUNDERS: No, sir. 


The CHAIRMAN: Then that answers the question. 
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Senator CRERAR: I oud agree that there is a great deal oF ae er ae 
British Columbia and that probably it will have a great future; but my con- 
cern is as to whether there are sufficient financial resources in capital coding 
in British Columbia to finance your bank and the other one. 


Mr. SAUNDERS: We intend to sell our shares all across Canada and we 
have not made any study of the capital resources of British Columbia. We 
know they are fairly extensive but we could not comment on that. For in- 
stance, on Chart 4 we show as an example where the shareholders of Lau- 
rentide are situated, and that portion which is going to be offered in the form 
of rights will be offered to this group. 

Senator CrERAR: That would indicate that more of the shares of Lau- 
rentide are outside British Columbia than inside it? 


Mr. SAUNDERS: Yes. 

Senator CRERAR: You have shareholders in other countries? 
Mr. SAUNDERS: We have some, yes. 

senator CRERAR: What percentage? 

Mr. SAUNDERS: Something under 10 per cent. 

senator CRERAR: I beg your pardon. 

Mr. SAUNDERS: About 9 per cent. 

Senator CRERAR: About 9? 

Mr. SAUNDERS: Yes. 


Senator CrerAR: Do you propose to offer those shareholders privileged 
equity in the bank also? 


Mr. SAUNDERS: Where it is permitted. We do not propose to offer them in 
the United States because they have certain restrictions against rights there. 


Senator CRERAR: You would have to get by their Securities Commission 
to do that. 


Mr. SAUNDERS: Yes. 


Senator CreraR: But your expectation or your intention is that the control 
will remain solidly in Canada? 


Mr. SAUNDERS: Yes. We have provided in our charter conversion that 90 
per cent of the shares are to be held by Canadians, and we propose to take a 
statement from the shareholders to that effect. 


Senator CRERAR: What is the amount of capital you are planning to have 
when your program is through selling shares? 


Mr. SAUNDERS: The minimum amount of paid-in capital and surplus which 
we contemplate is $20 million, but it is quite possible and quite likely that we 
will actually raise a larger amount than that. 


Senator CRERAR: Those shares are sold for a certain amount per share; and 
a certain percentage of that is capital and a certain amount is reserve? 


Mr. SAUNDERS: That is right. 
Senator CRERAR: How do you divide that? 


Mr. SAUNDERS: Well, $10 is going to capital as a part of stock. Supposing 
we sold the shares at $22, then $12 would go to the reserve and $10 to capital. 


Senator CRERAR: That would be $10 to capital and $13 to reserve? 

Mr. SAUNDERS: If we sold for $23 that would be the case. 

Senator CRERAR: When would you expect to be able to pay dividends? 
The CHAIRMAN: Senator Molson. 

Senator CRERAR: It is a pertinent question. 

Senator KinLey: I do not think he could answer. 
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_ The CHainMAN: You want dividends before the charter is granted?. 
Senator CRERAR: No, Mr. Chairman. These gentlemen come along with a 
very interesting proposal and I have not seen at all that they have made 
projections as to when they might be able to pay dividends. 

Mr. SAUNDERS: We have made projections, sir, and it is our feeling that 
the bank will lose money for— 


Senator CRERAR: For a year? 


Mr. SAUNDERS: For the first year and probably through the second year. 
It should begin to pick up in the third year and, depending on the amount of 
expansion, how much it will pick up, because naturally as you are building 
branches across the country and write off the expenses of the branches, it 
takes some time until you get it back from each branch. 


Senator CRERAR: Your plans are based on the expectation that the economy 
will be growing in Canada at the rate of 5 or 6 per cent a year? 


Mr. SAUNDERS: That is about right. 
Senator CRERAR: Supposing it does not, what happens? 
The CHAIRMAN: A lot of things happen. 


Mr. SAUNDERS: I am afraid a lot of things would happen. We have covered 
the period of ten years in most of our studies on these charts, and it would 
indicate to us that we can look forward to quite a steady growth. I think that 
the matter of dividends will have to be dealt with by the board of the bank 
but I would feel quite certain that it will not be for the first few years. 


Senator CRERAR: I think perhaps that is the last question I have to ask. 


Senator Mouson: This bill, as now presented to us today, is in rather a 
different form from what we understood earlier. I am personally very favour- 
ably impressed by the changes. In common with most of the members of the 
committee, I am completely confused as to the possibilities of ownership, as 
the result of the rights issue proposed. I wonder if it would not help to clarify 
this point in our minds a little if Mr. Saunders could tell us what he contem- 
plates now might be the maximum or minimum percentage ownership of the 
bank which would accrue to the holders of the subordinated common shares? 


The CHAIRMAN: He did undertake earlier to make a submission in that 
regard. 

Mr. SAUNDERS: I think I can answer that in general terms, Senator Molson. 
There are three million subordinated common shares. Through the formula 
which has been established for their possible conversion, seven of those shares 
together with a certain cash payment become one common. On that basis, 
roughly 210,000 common shares would be created through the exercise of 
that conversion privilege. 


Senator MoLson: No. 
Mr. SauNnDERS: I am sorry, 450,000. My mathematics are not very good. 
The CHAIRMAN: This is an off day in bank business. 


| Mr. SAUNDERS: Can I say 400,000 shares in round figures? If we take the 
1,700,000 which are outstanding today, and this does not include the conversion 
- privilege of the second preferred, added to that 400,000, that would make it 
2 million odd. 
At that point they might represent in total 20 per cent of the common 
shares. Now, that 20 per cent would be owned approximately at the rate of half 
and half by Power Corporation and Derston, and the voting trust agreement 
which we have referred to disappears when conversion takes place. So at this 
point you have about 100,000 shares owned by Power Corporation, representing 
roughly 5 per cent of the total number of shares, plus their holding of ap- 
proximately 128,000 in the common, which would make 238,000 shares. 
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Senator LEONARD: Where do you get your 100,000? Is it not 200,000? 

Mr. SAUNDERS: Oh, yes, 200,000—plus 138,000, which makes 338,000, out 
of a possible two million one. Derston’s position would be somewhat less, but 
approximately the same. 

The CHAIRMAN: Any other questions? 

senator KINLEY: Are we to assume that you are fulfilling all the statutory 
obligations you are supposed to in your application? 

Mr. SAUNDERS: I suppose so, sir. 

senator KINLEY: Well, you should say yes or no. I remember there was 
an application in the Commons, and it was refused because they could not or 
would not fulfill the statutory obligations. Now, are you complying with all 
the statutory obligations that you know of? 

Mr. SAUNDERS: Yes, sir. 

Senator KINLEY: With regard to this Power Corporation, who controls it? 


Mr. SAUNDERS: Well, I have no definite knowledge, but Mr. Thomson would 
require to control Power Corporation. 


Senator KINLEY: That is the point. Mr. Thomson, you think, controls that 
corporation? 

Mr. SAUNDERS: Right, sir. 

Senator KINLEY: He writes a letter in which your partner implies that he 
is a director of another bank and he does not want to get mixed up in this ap- 
plication, it that it? 

Mr. SAUNDERS: That is what it would appear, sir. 


Senator KINLEY: Power Corporation has how many directors who are 
directors of the bank? 


Mr. SAUNDERS: Several, sir, but I don’t know the exact number. 
Senator KINLEY: How many of which you spoke this morning? 
The CHAIRMAN: You spoke about four. 


Senator KINLEY: You have four directors in your financial arrangements 
who are directors of other banks? 


Mr. SAUNDERS: I am not sure that I understand the question, sir. 


Senator KINLEy: The point is that you come here and you have been 
telling us that there are several companies, subsidiary companies or controlling 
companies interested in your application. The only thing I am asking you is, 
how many in that theatre are directors or chartered banks at the present time? 


Mr. SAUNDERS: I can’t say that, sir; but as we have been discussing here, 
investment companies like Power Corporation have a diversity of interests, 
and this may or may not be one of them. In their letter they imply that it 
may not be a permanent investment at all. However, at the present time they 
do own a substantial block of Laurentide Finance which is not synonymous 
with Laurentide Bank. Laurentide Bank will offer some of its shares, a minority 
of them, to the shareholders of Laurentide Financial Corporation, and through 
the exercising of those rights, Power Corporation could acquire perhaps 15 
per cent, or maybe thereabouts of the bank. Now, in order to do that they 
would have to exercise all their rights. There is nothing to prevent them, or 
any other corporation, from buying shares on the market. 


The CHatrMan: No; and there is nothing to prevent shareholders who re- 
ceive rights from selling them. 


Mr. SAUNDERS: From selling them; that is correct, sir. So we do not feel 
that the question of Power Corporation’s ownership affects the bank to any 
Significant extent. 
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_ Senator KintrEy: Mr. Chairman, may I ask the witness this question: In 
_ your stock arrangements that you have been telling us about here, can you 
do that by a 50 per cent vote? 

3 Mr. SAUNDERS: Well it depends on the subject which is being voted on. 
Mr. Paine here is the counsel, and perhaps he will give you a better answer. 
But most matters as far as ordinary resolutions at shareholders meetings are 
concerned are covered by 50 per cent. 

The CHAIRMAN: A majority vote. 

Mr. SAUNDERS: A majority of the meeting; which does not necessarily mean 
50 per cent of the total shares, which could be a much smaller per cent. 

Senator KINLEY: How about when you increase your stock in the company, 
is that done by 50 per cent? 

The CHAIRMAN: There is no proposal to do that here. 

Senator KINLEy: I know. What I am getting at is if they are going to do 
something afterwards, it is of some interest. 

Mr. PAINE: To answer your question, senator, if we wanted to increase 
the stock, the authorized capital at the bank after its formation, we would 
have to come back to Parliament. 

Senator KINLEY: I did not get that. 

Mr. Patne: After the charter is granted, if we wanted to increase the 
authorized capital we would have to come back to Parliament. 

Senator KINLEY: You could not do it with a 75 per cent control? 

The CHAIRMAN: You could not do it with any vote. This is a private com- 
pany. . 

Senator CRERAR: I have one question, Mr. Chairman. How many share- 
holders has Laurentide in Canada apart from Power Corporation? 

Mr. SAUNDERS: Common shareholders, 5,780, I believe, and maybe 30 or 40 
subordinating common shareholders. Of this number, 540 approximately are 
foreign and the balance are Canadians. So in round figures, 5,300 shareholders 
are Canadian. 

Senator CRERAR: What are the average shareholdings under 5,300? 

The CHAIRMAN: This is the second question. 

Mr. SAUNDERS: Three hundred shares. 

Senator CRERAR: About 300 shares? 

Mr. SAUNDERS: Yes. 

Senator KINLEY: Does that average include the big fellows? 

Mr. SAUNDERS: Yes. 

Senator LEONARD: Mal I ask Mr. Saunders: If the Porter Commission 
recommendations were implemented, would any shareholder have to divest 
itself of your shares; that is, that under the recommendation of the Porter 
Commission, what we call near banks would be classified as banking institutions, 
and they could not hold shares in your bank. What is the relationship of your 
application with respect to those recommendations, if they were implemented? 

Mr. SAUNDERS: There seems to be no relationship. Of course, we cannot tell 
if another institution might acquire on the market an amount beyond 10 per 
cent; but the way the plan is laid out that is an unlikely situation because 
we would attempt to have a wide distribution. But no corporate shareholders 
would end up with what we would consider a situation which would be contrary 
to the recommendations of the Porter Commission. 

Senator LEONARD: What have you to say with regard to short-term obliga- 
tions under 100 days? 


ae you have made a nore of the information you are doing: is et forward 45 us : 
Mr. SAUNDERS: We have, sir. : at 
\ The CHAIRMAN: Now, Mr. Alastair Macdonald? hae 
ae Mr. MACDONALD: That is the presentation, Mr. Chairman. 


Meares The CHAIRMAN: There is some material still to come forward to us, and > 
ar, I take it we still have to make up our minds after we have received that as to : 
sp: whether we wish to hear from Mr. Elderkin, the Inspector-General of Banks, — 
ap as we did in the case of the Bank of Western Canada. My suggestion is that | 
| this stand until the next regular sitting of the committee. Is that agreeable? | 
Hon. SENATORS: Agreed. 


The committee adjourned. 
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“ORDER OF REFERENCE 


Beret: Pon the Minutes of the Prorccdinse of the Senate, Wednesday, i 
713th, 1964. ; gs 


“Pursuant to the Order of the Day, the Senate peated the dente oa 7 
motion of the Honourable Senator Cameron, seconded by the Honourabl 
Senator Stambaugh, for second reading of the Bill S-13, intituled: “An Act oe 
incorporate Laurentide Bank of Canada’’. 


. After debate, and— 


Fe The question being put on the motion, it was— 
__ Resolved in the affirmative, on division. 


The Bill was then read the second time, on division. 


The Honourable Senator Cameron moved, seconded by the Honourable | 
Peefator Stambaugh, that the Bill be referred to the Standing Committee on 
es and Commerce. 


_ _The question being put on the motion, it was— 


Resolved in the affirmative.” 


J. F. MacNEILL, | 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


WEDNESDAY, June 10, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 12.20 p.m. 


Present: The Honourable Senators: Hayden (Chairman), Beaubien (Bed- 
ford), Blois, Bouffard, Bourget (Speaker), Burchill, Crerar, Dessureault, Fer- 
gusson, Flynn, Gershaw, Hugessen, Irvine, Isnor, Lang, Leonard, McCutcheon, 
McLean, Paterson, Pouliot, Smith (Kamloops), Taylor (Norfolk), Thorvaldson, 
Vaillancourt, Walker, White and Willis.— (27). 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


Bill S-13, intituled: ‘“An Act to incorporate Laurentide Bank of Canada”, 
was again considered. 


The following witness was heard: 
Mr. Peter Paul Saunders, petitioner. 


The Clerk of the Committee was directed to notify Mr. Saunders three 
days in advance of the next Committee meeting on Bill S-13. 


On Motion duly put it was agreed to retain Bill S-13 on the agenda of the 
Committee. 


At 12.35 p.m. the Committee adjourned to the call of the Chairman. 
Attest: 


F. A. Jackson, 
Clerk of the Committee. 
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THE SENATE 
STANDING COMMITTEE ON BANKING AND COMMERCE 
EVIDENCE 


OTTAWA, Wednesday, June 10, 1964. 


The Standing Committee on Banking and Commerce, to which was referred 
Bill S-13, to incorporate Laurentide Bank of Canada, met this day at 12.20 
p.m. to give further consideration to the bill. 


Senator SALTER A. HAYDEN (Chairman) in the Chair. 


The CHAIRMAN: Gentlemen, was have a continuation of the hearing on 
Bill $-13, to incorporate the Laurentide Bank of Canada. Additional material 
requested at the last hearing has now been filed, and I think it is to be 
distributed among the members of the committee. There is a supplemental 
brief and Mr. Peter Paul Saunders is here. It is not very long and I thought 
we should hear him since he is here. I have of course warned him that we 
will require time to examine the exhibits filed. It is agreed that we should 
hear him now? 


Hon. SENATORS: Agreed. 


Mr. Peter Paul Saunders, Executive, Vancouver, British Columbia: Mr. Chair- 
man and honourable senators, at the meeting of this committee held on 
May 27 last, certain questions arose relating to the proposed capitalization of 
the Laurentide Bank of Canada. It was requested that a plan be presented 
setting forth the capitalization proposed by the petitioners upon the assump- 
tion that the charter had been approved on that date. 


We respectfully submit this information, based upon that assumption. 


I. (a) The petitioners of the Laurentide Bank of Canada are the persons 
outlined in the presentation made on May 27, 1964; we respectfully remind 
the committee they are acting on their own behalf and are not nominees for 
any other persons or corporations. 


(b) Accordingly, the proportion of the shares of the Laurentide Bank 
of Canada to be offered in the form of rights to shareholders of Laurentide 
Financial Corporation Ltd. is a matter for determination by petitioners in 
their absolute discretion. 


II. Were the Laurentide Bank of Canada today in possession of its 
charter and therefore in the position to offer its shares for subscription, it 
would do so upon the following basis: 

(a) The total number of bank shares offered would be 1,500,000, each 
_ having the par value of $10.00 as set forth in the proposed bill. The offering 
_ price would not be less than $20 per share but the exact price would be 
determined after consultation with the underwriters. 
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(b) Of the 1,500,000 bank shares to be issued, 706,883 or 47.13 per cent 
would be offered in the form or rights to the shareholders of Laurentide 
Financial Corporation Ltd. This figure would permit the Laurentide Financial 
Corporation Ltd. shareholder to purchase one bank share for each three 
common shares held by him and one bank share for each 21 subordinated 
common shares held by him. 


(c) The remainder of the bank share issue, comprising 793,117 shares 
or 52.87 per cent, would be offered to the public throughout Canada by 
the underwriters. 


(d) Consequent upon the financing outlined above, the following con- 
centration of shareholdings would result if we assume in each case that those 
entitled to rights by reason of shareholdings in Laurentide Financial Corpora- 
tion Ltd. would exercise such rights in full— 


There is a table set out here, do you require that I read it? 
The CHAIRMAN: We shall take it as read. 


(The table is as follows:) 


Number of Percentage of 
Bank Shares Bank Shares 
Existing public shareholders of Laurentide 


PindancialCorporationiilstd:.4.) iat eee one 480,061 o2e UL 

New public shareholders by underwriters 
SUISRUEN OTE LITS) oR ARMA As ace Moar water Aivaerace em «ICN 793,117 52.87 
moval MreneraleP upc: re swoe. ree L273,178 84.88 
Power Corporation of Canada Limited ... 117,945 7.86 
Derston Investment Corporation Ltd. .... 108,877 1226 
1,500,000 100.00 


Mr. SAUNDERS: For this purpose, all personal shareholdings of Mr. Peter 
Paul Saunders and Mr. Andrew Elliott Saxton in Laurentide Financial Corpora- 
tion Ltd. have been added to such shares held by their investment company, 
Derston Investment Corporation Ltd. 


(e) The bank share distribution is portrayed graphically upon the chart 
annexed to this supplementary submission. 


We have this chart here if honourable senators would care to see it. 


(f) It will be noted that, upon the assumptions before expressed, the largest 
individual shareholding to be acquired by reason of the rights offering would be 
that of Power Corporation of Canada Ltd. at 7.86 per cent and the second largest 
would be that of Derston Investment Corporation at 7.26 per cent. Neither of 
these corporations acting individually would be in a position of control. 

The balance of approximately 85 per cent would be owned by the public, 
partly through the rights offered to Laurentide shareholders, and partly through 
the draft which the underwriters would offer to the public. 


Senator LEoNARD: What happens to the shares that are not taken up by the 
- Shareholders on the issue of rights? 


Mr. SAUNDERS: If they were not taken up by the shareholders then pre- 
sumably the rights issue would be underwritten by the group of underwriters. 
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4 aa = Senator HuGESsEN: Those would be added to the shares offered to the 
public? | 
2 _ Mr. SAUNDERS: Yes. 


2 III. Power Corporation of Canada Limited and Derston Investment Cor- 
poration Ltd. have entered into a voting trust agreement with regard to some 
of their shareholdings in Laurentide Financial Corporation Ltd. This agreement 
has been made available to the committee for examination, and you will have 
4 noted that it does not apply to any shareholdings other than those specifically 

set forth. The agreement does not extend to the proposed investment in the 
Laurentide Bank of Canada. The sole directors of Derston Investment Corpora- 
tion Ltd. are Messrs. Saunders and Saxton, who are among the petitioners; they 
are prepared unconditionally to undertake that Derston Investment Corporation 
Ltd. will not enter into any voting trust or similar arrangement with respect to 
its investment in the bank. 


IV. As requested by the committee, we have appended copies of the annual 
reports of Laurentide Financial Corporation Ltd. for the immediately preceding 
three years. Also as requested, we are submitting separately copies of the voting 
trust agreement between Power Corporation of Canada, Limited and Derston 
Investment Corporation Ltd., in addition to copies of the annual reports of the 
-~ Power Corporation for the last three years. 


The CHAIRMAN: Are there any questions senators would like to ask Mr. 
Saunders at this time? We now have before us all the material we asked for. 
I do not know what the members of the committee feel, but I certainly feel I 
would like an opportunity to examine this information. Is there any other evi- 
dence you would like to offer at this time, Mr. Saunders? 


OS Pe a eee ee” 


Mr. SAUNDERS: No, sir, you have all the answers to your questions. 


The CHAIRMAN: Then, my suggestion is that we adjourn so that we will 
have an opportunity of considering this material. If in the meantime we decide 
there are other questions we wish to ask we can notify Mr. Saunders so he may 
attend here. Is that satisfactory? 


Mr. SAUNDERS: Yes. 


~The CHAIRMAN: We have to have an opportunity of reading this material. 
I saw it for the first time yesterday and, as I told you, I expected to be busy in 
the evening and I was not going to burn the midnight oil. 


: Mr. SAUNDERS: I understand that. We had hoped that by sending it down 
last week we would have had a chance of answering questions today. 


The CHAIRMAN: We did not have a meeting until last night. Is it the 
pleasure of the committee that we adjourn? the bill remains on our agenda, and 
we will notify you, Mr. Saunders. How much notice will you require? 


Mr. SAUNDERS: It takes about a day to come here from Vancouver. 


The CHAIRMAN: If you are notified three or four days before the meeting 
- of the committee, will that be satisfactory? 


Mr. SAUNDERS: Yes. 


The CHAIRMAN: Bill S-13 will remain on the agenda. 
Then, is it the wish of the committee that we adjourn? 


Hon. SENATORS: Agreed. 
The Committee adjourned further consideration of Bill S-13. 
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og extract from the Minutes of the Proceedings of the Senate, Wednesday, fig iid 
May 13, 1964. inet 


(3 Seth ai ; ¥ 


“Pursuant to the Order of the Day, the Senate recutnied the debate on ihe Lewin 
m iotion of the Honourable Senator Cameron, seconded by the Honourable 

_ Senator Stambaugh, for second reading of the Bill S- 13, intituled: “An Act to) ya 
“Gh ncorporate Laurentide Bank of Canada’’. . 


After debate, and— 

The question being put on the motion, it was— 
Resolved in the affirmative, on division. 

The Bill was then read the second time, on division. 


The Honourable Senator Cameron moved, seconded by the Honourable | a 
‘Senator Stambaugh, that the Bill be referred to the Standing Committee on  _- 
Banking and Commerce. ee: 


The question being put on the motion, it was— BAe 
Resolved in the affirmative.” 

J. F. MacNEILL, 
Clerk of the Senate. | Bi, 
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MINUTES OF PROCEEDINGS 
WEDNESDAY, July 22, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 


7 and Commerce met this day at 8.30 p.m. 


Present: The Honourable Senators: Hayden (Chairman), Beaubien (Pro- 


vencher), Bouffard, Burchill, Cook, Crerar, Croll, Dessureault, Farris, Fer- 


_ gusson, Flynn, Gelinas, Gershaw Hugessen, Isnor, Kinley, Lambert, Lang, 
- Leonard, Macdonald (Brantford), McCutcheon, McLean, Molson, O’Leary (Car- 
Bicion), Paterson, Pouliot, Power, Reid, Roebuck, Smith (Kamloops), Taylor 
_ (Norfolk) and Walker. (32) 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 


~ Counsel. 


The Committee resumed consideration of Bill S-13, ‘“‘An Act to incorporate 


q _ Laurentide Bank of Canada”, clause by clause. 


On Motion duly put to report the Bill as amended, the Honourable Senator 
Farris moved that the Motion be amended to defer consideration of the said 


Bill until Bill S-20, “An Act to incorporate Bank of British Columbia”, be con- 
sidered. 


The question being put on the amendment, is was RESOLVED in the 
negative. 


On Motion duly put it was RESOLVED to report the said Bill with the 


following amendments: 


1. Page 1, line 20: Strike out “ten” and substitute therefor “thirty”. 
2. Page 3, line 22: Strike out “1’’ and substitute therefor ‘‘3’’. 


The Committee concluded its deliberations on the said Bill. 


At 9.10 p.m. the Committee adjourned until Wednesday next, July 29, 


1964 at 9.30 am. 


Attest. 


Boca. Jackson, 
Clerk of the Committee. 


39 


! 


REPORT OF THE COMMITEE 


WEDNESDAY, July ao 1964. 


ais 


The Standing Committee on Banking and Commerce to whom was referred 
the Bill 5-13, intituled: “An Act to incorporate Laurentide Bank of Canada”, 
have in obedience to the order of reference of May 13, 1964, examined thes 
said Bill and now report the same with the following amendments: 


1. Page 1, line 20: Strike out “ten” and substitute therefore “thirty”. 
2. Page 3, line 22: Strike out ‘1’? and substitute therefor ‘3’. 
All which is respecfully submitted. 


SALTER A. HAYDEN, 
Chairman. 
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or THE SENATE 
i THE STANDING COMMITTEE ON BANKING AND COMMERCE 
EVIDENCE 


OTTAWA, Wednesday, July 22, 1964. 


oie Salter A. Haydon (Chairman) in oa Chair. 


.* The CHAIRMAN: Honourable senators, we now have before us for further 
consideration Bill S-18, to incorporate Laurentide Bank of Canada. Shall we 
- deal with it section by section? 


: ‘ Senator CROLL: I so move. 
o The CHAIRMAN: Shall section 1 carry? 
fe Hon. SENATORS: Carried. 
‘The CuarrMawn: Shall section 2 carry? 
i Hon. SENATORS: Carried. 
8 The CHAIRMAN: Shall section 3 carry? 


Senator CAMERON: I would like to make an amendment there, Mr. Chair- 
man, that the capitalization in sections 3 and 6 be increased from $10 million 
Bio $30 million—to change the words in sections 3 and 6. 


j The CHAIRMAN: We are dealing with section 3 of the bill. The amend- 
ment proposed is that the capital stock of the bank shall be $30 million. 
Carried? 


Hon. SENATORS: Carried. 
4 The CHAIRMAN: Section 4? 
4 Hon. SENATORS: Carried. 
i, The CHAIRMAN: Section 5? 
| Hon. SENATORS: Carried. 


+The CHAIRMAN: Section 6, there is a proposed change there, to change the 
$10 million to $30 million. Shall section 6 carry? 


a Hon. SENaToRS: Carried. 
a The CHAIRMAN: Shall section 7 carry? 
Hon. SENATORS: Carried. 


ia 
a vi 
* 


i Senator CROLL: I move the preamble. 

i The CHAIRMAN: Shall the preamble carry? 

. Hon. SENATORS: Carried. 

y The CHAIRMAN: Shall the title carry? 

q Hon. SENATORS: Carried. 

a The CHAIRMAN: Shall I report the bill with the amendments? 


Senator Farris: My position is this, that so far as this bill is concerned 
el am not objecting to it unless it is suggested that it is to be an alternative 
_ to the Bank of British Columbia bill. 
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The CHAIRMAN: I have not heard any suggestion of that kind. 


Senator Farris: I think it was pretty nearly suggested by Senator Mc- 
Cutcheon this afternoon. I asked him whether he took that position or not, 
and he said that he would not be cross-examined. 

All I have to say is that if there is or will be any suggestion that as a 
result of the passing of this bill the second bank is not needed, then I say 
this should go over until we have an opportunity to discuss both bills together. 
That cannot take place until we have a transcript of all the evidence which 
has been heard today and time to study it. 

The CHAIRMAN: Senator, there is nothing before this committee which 
suggests the bill to incorporate the Bank of British Columbia is now ruled out 
and is not to be considered because we have agreed to report the Laurentide 
bill. There is no such thing that I know of in the record of proceedings. 

Senator FARRIS: There is not any suggestion in that wording, but I think 
there is the implication that if you get one of these bills passed that ought to 
satisfy the demand from British Columbia and the other bill should ‘not be 
passed. 

The CHAIRMAN: You asked the question of Senator McCutcheon this after- 
noon. He did not answer it, which position he had a right to take; but one 
swallow does not make a summer. 

Senator Farris: The fact he did not answer, after the question that he put 
before, left the thing up in the air. 

I say it is not fair that we should, at a time when we have two bills in 
connection with a bank for British Columbia, deal with one of them without 
final consideration of the other. Therefore, I move as an amendment, that the 
final decision on this bill be postponed to the date suggested by Senator 
McCutcheon for the hearing of the other bill. 

The CHAIRMAN: There is a motion I report the bill without amendment. 
The motion you want to make you would accomplish by voting against this 
motion to report the bill. 

Senator Farris: I want to do more than that. I do not want to oppose it, 
but I want the adjournment of it until such time as we have had an oppor- 
tunity of considering both bills. That is very different, Mr. Chairman. 


Senator CROLL: We have already dealt with the matter of adjournment, 
Mr. Chairman. 

The CHAIRMAN: In those circumstances, in order that I might put your 
motion first you have to move the adjournment at this stage. 

senator FARRIS: I move the adjournment, not of the committee but of the 
consideration of the motion approving the title of the bill until a date fixed for 
the final hearing of the B.C. bill. 

The CHAIRMAN: In other words, you are moving— 

Senator Power: —that this bill be not now reported, but be reported two 
weeks hence. 

The CHAIRMAN: Are you ready for the amendment? 

Those in favour of the amendment—which is that we do not now report 
this bill but that it be considered for report next Wednesday, when another 
banking bill is before us—please signify? 

; Senator CrERAR: I do not think we are clear as to the motion, Mr. Chair- 
man. 


; an] for the Bark of British Columbia, and that the reporting of this bill be 
ve oferred until that time. I am putting it as an amendment. If you are in favour 
Ai ‘ deferring the making of the report until such time as the bill for the Bank 
‘ of British Columbia is considered, you will raise your hand. 


ia Those in favour? 
Those opposed? 
The amendment is lost. 


a The motion now is to report the bill with the amendments that have been 
"made at this time. Those in favour, signify? Contrary, if any? Carried. 


The committee adjourned. 
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= Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
y 20, 1964. 


: “Pursuant to the Order of the Day, the Senate resumed the debate on the : 
motion of the Honourable Senator Vien, P.C., seconded by the Honourable © F 
Senator Bradley, P.C., for second reading of the Bill S-22, intituled: “An Act 3 


to amend the Companies Act’. 
ee After debate, and— 
3 The question being put on the motion, it was— 
Resolved in the affirmative. | 


The Bill was then read the second time. 


¥ 


tor Vien, P.C., seconded by the Honourable ‘Senator Hugessen, that the Bill be 
referred to the Standing Committee on Banking and Commerce. 


= The question being put on the motion, it was— 
Resolved in the affirmative.” 


J. F. MAcNEILL, 
Clerk of the Senate. 
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The Honourable Senator Connolly, P.C., moved, for the Honourable Senae | 


MINUTES OF PROCEEDINGS 


* WEDNESDAY, May 27, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 
d Commerce met this day at 11.10 a.m. 


; ne Present: The Honourable Senators: Hayden (Chairman), Beaubien (Bed- hes 
ford), Blois, Bouffard, Cook, Crerar, Fergusson, Gershaw, Hugessen, Kinley, Ny 
Lang, Leonard, McLean, Molson, Reid, Smith (Kamloops), and Woodrow.—17. | 


_ In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 

2 _ On Motion of the Honourable Senator Bouffard, it was RESOLVED to 
Report recommending that authority be granted for the printing of 800 copies 4 
in English and 300 copies in French of the proceedings of the Committee on rs 
Bill S-22. 


:) 
Ae 


fe Bill S-22, intituled: “An Act to amend the Companies Act’, was read 5: im 
and considered. am 


q _ The following witness was heard: 


_ Mr. Louis Lesage, Director, Companies and Corporation Branch, Depart- 
ment of the Secretary of State. 


bi After discussion, the Clerk of the Committee was directed to inform cer- Hh 
tain organizations and associations that the Committee would entertain rep- sore 
resentation at their meeting of Wednesday, June 3, 1964, in Senate Com- Ba 
mittee Room No. 256-S, at 9.30 a.m. ay 


At 12.20 p.m. the Committee adjourned until Wednesday, June 3, 1964, 
fat 9.30 a.m. 
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THE SENATE 
STANDING COMMITTEE ON BANKING AND COMMERCE 


EVIDENCE 


OTTAWA, May 27, 1964 


The Standing Committee on Banking and Commerce, to which was 


_ referred Bill S-22, to amend the Companies Act, met this day at 11.15. 


Senator Salter A. Hayden (Chairman) in the Chair. 


The committee agreed that a verbatim report be made of the 
committee’s proceedings on the bill. 


The committee agreed to report recommending authority be granted 
for the printing of 800 copies in English and 300 copies in French of 
the committee’s proceedings on the bill. 


The CHAIRMAN: We have here today from the Companies and Corporations 
Branch of the Department of Secretary of State, Mr. Louis Lesage, the direc- 
tor; and Mr. J. W. Ryan from the Legislation Section, Department of Justice. 
This was planned in this way by the chairman. We have had requests from a 
number of organizations—such as, a section of the Canadian Bar Association, 
at least one person from Winnipeg and, I would expect, also the Chartered 
Accountants Association—to make representations. I thought possibly we 
should fix a day when we would hear them so that if they attended in Ottawa 
on that date they would know they would be heard. I think possibly we 
should fix next Wednesday, if that meets with the views of the committee, as 
the date on which we would hear the outside parties who want to make 
representations on the bill. We would notify them accordingly, so they would 
have lots of time to prepare their material. Is that agreed? 

Hon. SENATORS: Agreed. 


The CHAIRMAN: Today I thought we might get the viewpoint of the depart- 
mental officers, particularly Mr. Lesage, and whatever Mr. Ryan, from the 
legislation section of the Department of Justice, may want to add. Are you 
going to deal with this in the first instance, Mr. Lesage? 

Mr. LESAGE: Yes. 

The CHAIRMAN: I just want to throw out this idea to the committee. 
Ultimately we will have to go through this amending bill section by section. 
I thought possibly what Mr. Lesage might prefer to do this morning would be 
to highlight the sections that contain important changes. 

Senator REID: What position does he hold? 


The CHAIRMAN: Mr. Lesage is director of the Companies and Corporations 
Branch of the Department of the Secretary of State. 


Mr. Louis Lesage, Director, Companies and Corporations Branch, Department of 


_ Secretary of State: Gentlemen, a few years ago it was felt by the department that 


it would be rather difficult to continue the administration of the Companies 
Act, which had not been amended in the last 30 years, without bringing into 


7 


ie ABrae aha oie ob” Riemer Ca en ay bres inde IN Se de heat 
Peon yk wri Oita AD Tite eee Hien \ 
Baal AWe Pre AS: beh 


WS ant Auto: RAY 
OS) 
Bn eee 
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it a few amendments, mostly of a procedural nature. Therefore, our department . 


presented a brief to the Cabinet, and it was then decided that an inter-depart- 
mental committee, with the assistance of three outside lawyers—one from 
Toronto, one from Ottawa, and one from Montreal—should study the amend- 
ments prepared by the department. But at that time, when we presented that 
memorandum to the committee, it was never intended to make it a full review 
of the Companies Act, because we were under the impression it was almost an 
impossible task for civil servants, with all their other duties, to try to bring 
before Parliament an entirely new Companies Act. However, because of the 
urgent need we submitted to the Cabinet a few recommendations, and the 
committee which was set up added other recommendations. We had also 
received in the department some briefs, and I would say that the main one was 
from the Canadian Institute of Chartered Accountants. 

There was also a draft uniform Companies Act which was prepared by 
a committee of the Canadian Bar Association, but this draft uniform act, 
although it has many good points, presents some drastic changes in our cor- 
porate law system. We do not think that as civil servants we can in any way 
make a recommendation to Parliament to adopt or turn down the recommenda- 
tions of the draft uniform act. Nevertheless, we worked on Bill S-22 in the 
committee having in view the draft uniform act, and we brought into this 
bill the sections which could be embodied without changing the basic structure 
of the act. 

We also borrowed from the Ontario Act and, to a large extent, from the 
brief submitted by the Institute of Chartered Accountants. That might be the 
reason why you will receive and you will see from those outside organizations 
pressure for some amendments which were not adopted by our committee 
because they would have the effect of changing the basic principles of our 
Companies Act. For instance, many of them might have an adverse effect. 

This draft uniform act was mostly prepared with the help of representa- 
tives of provincial authorities, and I wonder if sufficient consideration was given 
to the differences between the legislative authority of the Parliament of Canada 
and the provinces, because there might be some constitutional difficulties in- 
volved therein. 

If I could mention only one problem here, it is the matter of the redemption 
of preferred shares and common shares out of capital. In the Ontario Act they 
have already adopted this for the redemption of preferred shares by way of a 
decrease of the preferred capital stock without the issue of supplementary let- 
ters patent. The draft uniform act went further and even suggested that com- 
mon shares in a company could also be redeemed and that the capital be so 
reduced. This is a system which would change, I would say, all the philosophy 
which is underlying our Companies Act and our corporate law system as it is at 
the moment. 

It is an item which we felt we were not prepared to deal with on a depart- 
mental basis. This is one of the reasons we have not gone as far as the draft 
uniform act or as far as other organizations’ recommendations. 


In that connection I can say that a few years ago we received from the _ 


Metropolitan Toronto Board of Trade a memorandum which stated that at the 
moment they could not see any good reasons for changing drastically our Com- 
panies Act and the structure of our corporate law system, as they did in Ontario 
and as it is proposed in the draft act, and that they would rather suggest only 
amendments of a minor nature, and it is along those lines that we have pro- 
ceeded. For those reasons, gentlemen, I could perhaps within a very few minutes 
outline what we have done and the reasons why. 

The first deals with the name of the act. I think that the name of the act is 
a matter of convenience to the Canadian public and others dealing in corporate 
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aw. So it was suggested that we submit the name “Canada Corporation Act’ 
make it distinctive from the Ontario Companies Act, the Manitoba Companies | 
_ Act, and the Quebec Companies Act, and adopt the distinctive word “Canada” 
so that no one could be misled. We have changed the word ‘“‘Companies’”’ to 
“Corporation” because the Act is not dealing exclusively with joint stock com- 
panies but is also dealing in Part II, I1I, IV, V and VI with other corporations 

which are not joint stock companies. If the title embodies the word “com- 
panies” it might be misleading, and for that reason we felt that the word 
“corporation” would be the better in the title, and so we ended with the name 
“Canada Corporations Act’’, 


In section 3, a minor amendment was brought up to clarify the definition 
of courts, and we have added “and in the Northwest Territories, the Terri- 
torial Court.” This was an omission from the act. 


i In 1953 Ontario revised entirely its Companies Act, and adopted from the 
English Companies Act the term “special resolution” instead of “by-law” to 
define a by-law which is not of a permanent nature, but which terminates by 
the issue of supplementary letters patent confirming it. It is a by-law which is 
passed and then confirmed by the shareholders before it is submitted to the 
department for the issuance of supplementary letters patent, and in order to 
distinguish between this type of by-law and the permanent by-laws of a com- 
pany or corporation they use the term “special resolution.” 


Since Ontario has adopted that and in order that everyone could be 
understood we have suggested that within the meaning of sections 17, 26, 48 
and 49 the word “by-law” may be referred to as a “special resolution.” That is 
only permission to use other language. It is rather minor in itself. It is only to 
accommodate those lawyers practising in Ontario who understand or have a 
better understanding of the distinction between the terms “special resolution” 
and “by-law.”’ We could not see any objection. 


Clause 4 is only to implement the word “irregularity” by adding the word 
“insufficiency.”” Sometimes we receive applications which are not sufficient, 
and to make sure that the letters patent which would correct that insufficiency 
would be issued on a completely legal basis we thought that the addition of the 
word “insufficiency” would cover the departmental authorities when issuing 
_ the letters patent as they would add something to the petition itself. 


The CHAIRMAN: Mr. Lesage, it would appear that you are going to proceed 
to deal section by section with the bill at this time. I had thought that since 
_ you are so familiar with this you might pick out the sections that are. 
more important and tell us the why and wherefore of them and later when 
we hear all the representations we will deal with it section by section. 


Mr. LESAGE: The first important one we can see in the bill is regarding 
the application for incorporation itself. As you know, an application for incor- 
poration had to be accompanied by a emoranduin of agreement, signed by 
the applicants, before the application could be made. Furthermore, both 
documents had to be signed. Following Ontario we felt we could insert in 
the application the only part in the memorandum of agreement which was 
really distinct from the application itself, that is to say the subscription for 
shares by the provisional directors. Of course this brings a number of conse- 
quential amendments. 


Mr. Davis: What section is that? 


| Mr. LESAGE: Clauses 6, 7 and 8 of the bill. Another amendment which has 
been brought in subsection 4 of section 5 of the act is the power given to the 
Secretary of State to ask the Attorney General of Canada to seek before a 
court the dissolution of a company in three more instances. It is at the top of 
page 3 of the bill. 
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If a company fails for two or more consecutive years to hold an 
annual meeting of its shareholders.... 


It is a sanction to enforce section 100 of the Companies Act. As it stands 
section 100 has no specific sanction. We have to tie up section 100 and the 
sections dealing with the deposit of financial statements together. Financial 
statements are due only 14 days prior to holding an annual meeting, and if 
the company is not holding an annual meeting we would not, under section 
100, have any provision to compel the defaulting company to file its financial 
statements. 


Senator LEonarD: Are there any clauses of that kind in respect to the 
cancellation of club charters? 


Mr. LESAGE: Yes, we had something there. We made section 5 applicable 
to Part II. As you will see at the moment there is no provision in the Com- 
panies Act to bring an application before a court to dissolve corporations 
without share capital, and section 5 was not applicable to Part II, but we 
made it applicable. 


Senator LEonarp: If it is in there perhaps we will come to it in due course. 


Mr. LEsaGE: Yes, of course it is. It is clause 41 on page 40, which amends 
section 147. It reads: 


147.(1) The following Provisions of Part I apply to corporations 
to which this Part applies, namely... 


and underlined in paragraph (a) is “subsection (4) of section 5.” That is 
the way we brought in the amendment. 


Senator LEonarD: Thank you very much. 


Mr. LEsaGE: Thereafter, the other major matter we dealt with was the 
deposit of the financial statements and the annual summaries. We have experi- 
enced difficulty in obtaining compliance with those provisions of the act with 
respect to many companies. As a matter of fact, I would say that almost 300 
companies a year fail to file their annual return. Four or five years ago we 
tried to cut down on the number of defaulting companies. We had a temporary 
success, but it was not a complete success because we had not sufficient 
power to enforce those provisions. The only power of enforcement we had 
was to ask a court to fine those companies $20 a day. Everyone knows that 


if we had sued a company before the courts for default in filing its annual | 


return it would have been sentenced to a fine of $20, and it would have com- 
plied in the meantime, and the whole matter would have cost the Government 
a lot of money— 


The CHAIRMAN: In lawyers’ fees? 


Mr. LESAGE: —in preparing the case, and hiring a solicitor for the De- 
partment of Justice, and so on. For that reason we have brought in a clause 
which provides that we can ask for the dissolution of those corporations. We 
have, at the same time, asked for an easier way for those companies to sur- 
render their charters. Many of those companies do not comply because they 
are not operating, or because although they were incorporated they were 
never organized. Some of them were not complying with section 29, which 
deals with the surrender of charters, because it was too expensive. So, we have, 
I would say, opened up section 29 to permit an easy way of surrendering 
charters for those companies who do not want to comply for any reason, but 
at the same time we were careful to protect the rights of the creditors, if any. 


Senator KINLEy: May I ask a question, Mr. Chairman? 
The CHAIRMAN: Yes. 
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ne Senator KINLEY: With regard to this question of company defaults, does 
the section put any obligation on the directors? Is the financial position of a 
company affected if there is default in respect of these sections? 


Mr. LESAGE: The department would not accept the surrender of a charter | 
if a company has debts or other liabilities. 

Senator KINLEY: Yes, but are the directors of the company personally 
responsible if the company does business in default of its obligations? 


Mr. LESAGE: Of course, they are. The directors are personally responsible. 
They were responsible before, and they are still responsible. 

Senator KINLEY: They are not responsible if it is an incorporated com- 
pany, but does default under the statute put any responsibility upon them? 

Mr. LESAGE: We cannot proceed until after two years, and then because 
of the provisions of section 30 of the act we have to give the creditors another 
year in which to sue the company or the directors of the company. 

Mr. KINLEY: As long as you do not revoke the charter they are in the 
clear? 

Mr. LESAGE: Yes. We thought also that the requirements of section 125 of 
the Companies Act were really too cumbersome so we tried to limit to a bare 
minimum the requirements with respect to the information we need from 
companies. We have reduced the information required to the name of the 
company, the postal address of its head office, and the names and addresses of 
its directors. As a matter of fact, in practice the only information which 
is needed by solicitors or requested from the public is where the com- 
pany is located, and the names of the responsible officers. In the ten years 
I have spent in the Companies Branch I can assure you gentlemen that that 
has been the only information required by the public. Having regard to that 
we could see no reason why we should ask for details of capital structure, or 
for information which we otherwise already have, or for some other informa- 
tion that is now given under the Corporations and Labour Unions Returns Act. 

This is a duplication. But, at the same time we have adopted from the 
Ontario Act a new section 125A, which appears to be giving a little too much 
power to the Secretary of State. If you will permit me I will read it because 
I think it was questioned by an honourable senator when the bill was intro- 
duced in the Senate: 


The Secretary of State may at any time by notice require any 
company to make a return upon any subject connected with its affairs 
within the time specified in the notice, and on default in making such 
a return every director of the company is guilty of an offence. 


The reason the section is borrowed word for word from the Ontario act, and 
from the. draft act... . | 
Senator HuGESSEN: Was that what might be called a catch-all provision? 
Senator LEONARD: Is not that the province in which there was a bill to 
create a police state? | 
Mr. LESAGE: Yes. You see, gentlemen, if we are going to reduce the returns 
from the 13,000 companies we have to administer in the Companies Branch 
to a bare minimum, there might be a time when they will be requesting sup- 
plementary letters patent and we will need some more information. We will 
make use of section 125A for that purpose. 
The CHAIRMAN: But, Mr. Lesage, if you are going to impose a liability on a 
director in the circumstances of section 125A then the request for information 
should go not only to the company but to the directors. 


Mr. LesacE: I think so, sir. 
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The CHAIRMAN: It does not say so here. 


Senator LEonaRD: Should it not be qualified in relation to some of the _ 


provisions of the act itself, to give a foundation for the Secretary of State 
requiring some return? 


The CHAIRMAN: There may be matters in respect of which a director would 
not have any particular knowledge. 


Senator BourFrarD: Apart from that, I do not think the directors have any 
remedy. They cannot make the return themselves. Even if you send a notice 
saying the company has not made any return how can a director make a return? 
Why should he be responsible? 


The CHAIRMAN: He could be responsible and could comply in this case by 
entering his knowledge against each item. It may be that his answers to some 
questions are: “I have no knowledge’. 


Senator BOUFFARD: If a director is asked to make a return as to what he 
knows, then that should be sufficient to relieve him of any liability. 


Mr. LesaceE; Of course, but in practice, as you know, the Companies Branch 
has never prosecuted any director for a breach of this nature. This is a power 
which we do not have at the moment, and it is only a power to seek more 
information. But, if a director says: “I do not know”, then we have the informa- 
tion that he does not know and so he cannot be held responsible. 


Senator BourrarD: It should be stated in the law. 


The CHAIRMAN: Mr. Lesage has seen what our viewpoint is. When we come 
to consider the bill clause by clause I am sure he will have some suggestions 
to make. 


Mr. LesaGE: Yes. As I say, this was copied word for word from the 
Ontario act. 


Senator LEonarD: In your experience have you run into a need for such 
information? 


Mr. LESAGE: No, but there is going to be a need for it if we are going to run 
into instances of small private companies not filing financial statements, or not 
giving any information under the corporations and labour unions return Act. 
In such a case we would be allowed to ask a private company to give us more 
information. 

The CHAIRMAN: We will have a look at that. 


Senator MoLson: This says: “Make a return about any subject connected 
with its affairs”. Surely those should be subjects which come under the act and 
are required to be reported upon in some form. The present phrase seems broad. 

The CHAIRMAN: It should not be broader than the requirements to furnish 
information or reports. ° 

I think Mr. Lesage has some idea of what our views are. 

Mr. LESAGE: Yes. 


The CHAIRMAN: Do senators wish to suggest particular sections? Mr. Lesage, 
you have introduced material changes in dealing with the filing of prospectuses. 


: Senator LEonarD: On Section 29, page 17, could you tell us something about 
that? 


Mr. LESAGE: The prospectus sections we had in the Companies Act were 
first enacted in 1908 in London as an Imperial statute and they were intro- 
duced in Canada about 46 or 47 years ago, in 1917. Since then we have always 


kept those prospectus sections, which I would say are to a great extent 
outdated now. 


At the time they were introduced in Canada in 1917, no province had 
any organization like a securities commission. There was no means of con- 
trolling the issue of shares or other securities of any company. 
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Pee L OLE Canada could not do anything better than borrow from England 
1e 1908 statute they had there. This was left and kept in the Companies 
Act without any change. I understand that in the last 25 or 30 years in the 
United States and in other countries and in at least the major provinces in 
_ Canada, securities commissions have developed. As a result companies have 

to file their prospectuses either in New York, Montreal or Toronto and so on, 
according to the laws; and they have to submit those prospectuses to agencies 
which are very effective. The filing of those prospectuses in the department 
by companies becomes only a nuisance, I would say. 

We should declare ourselves satisfied with the filing of certified copy 
_ of what is required in another jurisdiction, because our department is not 
organized and never has been organized to supervise and study those pros- 
pectuses and this work has always been done by the securities commissions. 
I think it would be a relief for those companies which are offering their shares 
__ and securities to the public. They would only have to file with the Department 
_ of the Secretary of States a certified copy of what they have to file with the 
other jurisdiction. 

On the other hand we are not suggesting the entire deletion of those pros- 
pectus sections, because some of the provinces do not have the same problem, 
and therefore have not to be so completely organized in that respect. 

Re I can see that before a company goes to a foreign country to sell its shares, 
it tries to find out the province where the laws will not be sufficient, or the 
- government organization will not be sufficient, to study those prospectuses; 
and so they might very well try to change the site of their head office from 
_ Montreal or Toronto to a place like Yellowknife in the Northwest Territories. 
Then they would comply with the ordinances of the Northwest Territories and 
they could go to the German, French or Italian market and say: “We have 
complied with the Canada Corporations Act’’. 

a For that reason we are suggesting keeping in the act those requirements 
_ so that if a company tries to avoid the scrutiny of a serious organization like 
_ the Montreal, Toronto or Winnipeg Securities Commission we would be in a 
position to force those companies to comply with the old sections. 

The mere fact that we are keeping them there will act as a safety valve 
but I do not think that we will ever have to use them. If we do not keep them, 
it would be dangerous, as some companies might try to do that. 


a 

‘ Senator HUGESSEN: I think that is one of the most valuable sections in 
_ your bill. As matters stand now, with the requirements for offering securities 
in the major provinces, in the Ontario Securities Commission and the Quebec 
_ Securities Commission, it seems to me that the purchase of securities is amply 
protected and the fact that they would have to file a prospectus at the same 
_ time is not protection to the shareholder and is just a nuisance. 

Mr. Lesace: That is right. 

7 The CHAIRMAN: In reading the section dealing with the information that 
must be presented to shareholders in the balance sheet, etc., I note that these 
_ sections cover in all from pages 20 to 28 of the bill. In checking it with the 
requirements in the Ontario act, you seem to have gone into much greater 
detail in two categories, one is in the balance sheet and the other in the notes 
to be appended to the balance sheet. Would you care to make some comment 
- on that? 


| Mr. LESAGE: It is done at the request of the Canadian Institute of Chartered 
_ Accountants. After all, those sections are not administered by the department. 

They are for the internal administration of the companies. The department has 
very little to do with the content of the financial statement. In the way the 
Chartered Accountant Institute has drafted it, it appears to be cumbersome 
_ for small companies; but if the subsections do not apply, they do not impose 
a further burden. It is drafted in a way that would be simple to file or prepare 


— 
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an annual financial statement from those principles which are outlined therein. 
They prepared that themselves because they have the experience of the in- 
come tax requirements. They had before them the Ontario act and the draft 
act. That is the reason why they suggested the insertion of those details and 
of all those notes. 


The CHAIRMAN: Thank you, Mr. Lesage. If we feel that there are too 
many requirements listed, our questioning on that should be to the chartered 
accountants and not to you. 


Mr. LESAGE: That is correct. 


Senator MoLson: May I ask the witness if these sections are in the bill 
precisely as recommended by the Canadian Institute of Chartered Accountants; 
or is there any variation? 


Mr. LESAGE: There are a few variations. The variations would be on the 
appointment of auditors. There would be very few. We have agreed on that. 
There are very few requirements which we have kept from the present 
Companies Act. 


The CHAIRMAN: Have you had an answer to that, Senator? 


Mr. LESAGE: It is in section 124 on page 34 of the bill. It is a sort of a 
protection of the auditors, and also the shareholders at the same time, that 
the board of directors cannot force the appointment of a new auditor without 
the matter being submitted to the shareholders and without giving an oppor- 
tunity to the retiring auditor to ask the reasons. This is to protect the auditors 
—and mainly to protect the shareholders. 


The CHAIRMAN: That is not new. 


Mr. LESAGE: No, it is not new. There is already some reference to it in 
the act. This was not in the brief of the chartered accountants, and I was asked 
whether it was a departure; I said, yes, that there are a few departures. 


Senator BouFFrarD: In the financial statement of Caisse Populaire La 
Prairie, they must mention it if they are adding to the reserves. Is a company 
compelled to say why the reserve is added, and to give the reasons why they 
have added to the reserve, unless on account of expenditure, in which case 
it will be all right? Let us suppose there is to be quite an additional increase 
to the reserve, is there an obligation to add a note to say why the reserve 
has been increased to a certain extent, in the new act? 


Mr. LEsace: The reason for that, Senator, as I can see it, is that it is for 
the protection of the shareholders, if there is evidence that a reserve is being 
created. We have some of that type of administration nowadays, but we had 
more of that during the war for those companies who wanted to avoid the high 
income tax rate and waited until after the war. 


Senator BOUFFARD: Supposing a company has been sued for $1 million, 
perhaps for material it has sold, or on account of a contract it has not performed, 
and the directors decide to put in a reserve to meet that obligation, if they have 
to do it. If that reserve appears on the balance sheet, that will have quite a bear- 
ing before the courts, and by having admitted the reserve, they will have 
recognized the obligation to a certain extent; but it might be highly detrimental 
to the shareholders if a court should take that into consideration and take it as 
an admission of liability, or if a jury should do so, on account of the fact that 
the company had already put up a reserve to meet the obligation and had 
admitted it. 


Senator HUGESSEN: As I read the requirements of section 119(z) on page 26 
of the bill, all a company has to do is to show a reserve, showing the amounts 
-added thereto and the amounts deducted therefrom during the financial period. 
They do not have to give a reason for doing so. 


e 
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The CHAIRMAN: No. 
Senator LEONARD: Section 119(2) goes on to say: 
Explanatory information or particulars of any item mentioned in 
subsection (1) may— 


Also, section 120, subsection (e) states: contingent liabilities, stating their 


_ nature and, where practicable, the approximate amount involved. 


Subsection 3 says: 


Where applicable the following matter shall be referred to in the 
financial statement or by way of a note thereto. 


The CHAIRMAN: You will notice that it says “shall”, which I assume is 


_ obligatory. 


Senator BOUFFARD: Yes. 
Senator LEONARD: Yes; and that seems to cover the kind of case Senator 


: Bouffard has referred to. The company might have to say why it is setting up 
fa reserve. 


Mr. LESAGE: But the way I take it, Senator Bouffard, you will find that our 


courts of justice might be influenced. 


Senator BOUFFARD: They might be. 


Mr. LESAGE: I do not speak of our learned judges; but a jury might be 
influenced. 


Senator LEONARD: As a practical application. 
Senator BOUFFARD: It might be highly detrimental to the shareholders. 
Mr. LESAGE: I cannot offhand find the reference, but there are in those 


_ provisions some reliefs whereby a company can apply to a judge for permission 


not to disclose certain information. I think that is with regard to subsidiaries. 


_ However, I think as the result of your suggestion we could very well, in those 


instances, arrange that if a company has a reason, like the one you mentioned, 
it could apply to a court or to a judge in chambers, for permission not to dis- 


close that reason; because this might have a bearing on a decision by a court. 


Senator BOUFFARD: There should be some remedy, because, as I have said, 
in many cases it might be detrimental. 


Mr. LESAGE: I agree. 
Senator LEonaRD: If this suggestion came from the chartered accountants, 


you might ask them. 


The CHAIRMAN: Yes. 
Mr. LEsaGE: Also, it is copied from the draft act. Of course, I have to take 


- Some responsibility for what is in the bill but I do not think I can take the 


responsibility for the details of those requirements. 


The CHAIRMAN: I understand that you agree with the point of view? 


Mr. LESAGE: With the point of view of Senator Bouffard, yes; and I think 
we can correct that by giving authority to a company to cover those special 
cases. 


Senator BOUFFARD: Thank you. 

Senator Remp: Mr. Chairman, is it intended to pass this bill today? 
The CHAIRMAN: No. 

Senator REID: I am wondering if there is a quorum. 

The CHAIRMAN: Yes, there is a quorum. 

Senator REID: It is a very important bill. 
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The CHAIRMAN: For that reason, I did not intend to continue much longer. 


However, I should like to get the reaction of Mr. Lesage to some of the new 
provisions. For instance, there is a provision with regard to amalgamation of 
companies. 

Senator HUGESSEN: Before you start with amalgamation, Mr. Chairman, 
just as a matter of interest, although it is not terribly important, section 117 
requires that a company shall place before an annual meeting to shareholders 
its statement of profit and loss, and so on. Under the old section the company 
is required every year also to give a statement, for instance, of its directors 
and legal fees. I see that has been dropped from section 117. Is there any 
special reason for that? 

I think the committee should consider if it should not be entitled to receive 
that information about the fees paid each year, as in the past. 

The CHAIRMAN: Yes, I agree. This is a matter that should be consideen 
It is a departure. 

Senator HUGESSEN: It is a departure. 

The CHAIRMAN: Except that I think they were lumped together before. 


Senator HUGESSEN: Yes. 

The CHAIRMAN: That is, directors and legal fees. Could we go to a new 
item, for which I think you are to be commended in having included it in the 
federal act, that is, the provisions in relation to amalgamation, except that 
there is one thing on which I would like to get your view. After the share- 
holders of both companies have approved of the plan of amalgamation, I 
think the provision here is that you then have to go to the court the same as 
you do under a scheme of arrangement. 

Mr. LESAGE: Yes. 

The CHAIRMAN: I am wondering, at the stage of amalgamation, when all 
the information is set out, there is the agreement of amalgamation and it 
goes to the shareholders. If the shareholders approve by a substantial majority, 
why then should you go to the court? I find the court sort of setting itself 
up as the censor or the person entitled to scrutinize the merits and the pro- 
priety of the amalgamation. They do it in relation to schemes of arrangement, 
but why should they do it in relation to amalgamations? 

Mr. LESAGE: Why they should not do it, that is what I wonder. It is 
because there you will always have minority shareholders, and those minority 
shareholders, having placed their investment in a type of company, they are 
being forced by a big majority into another company. They had invested their 
money in that particular company for specific reasons. Now this company, 
which is rather small, is amalgamated with a very large company in which 
the small shareholder perhaps has no interest. I think only a judge can deter- 
mine whether the rights of this dissenting shareholder could be protected. 


The CHAIRMAN: But ‘‘amalgamation” is something which strikes me as 
being different from a scheme of arrangement. A scheme of arrangement 


which is presently covered in the statute, is where you are going to various © 


classes of shareholders and you are propounding a plan under which you 
are asking them to give up or change or vary the rights they presently enjoy. 
Even when the requisite majority of the shareholders of a particular company 
approve that, you then have to go to the court to get the sanction of the 
court, and their practice has been that they do look at the merits and bona 
fides. But an amalgamation means where two independent companies sit 
down and try to work out a basis on which they will become an amalgamated 
company carrying on just as though the two companies were carrying on in 
one uniform instead of having two. All their rights are laid out as to the 
movement of assets and the rights of the shareholders in relation to the 


To a 
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# amalgamated company. I am wondering why in that scheme of amalgamation, 
once the shareholders have approved by the requisite majority, the courts 
_ should be given authority to examine it on the merits. To me, there seems 


to be such a difference that minority rights do not come into contest in the 
same way. 

senator HUGESSEN: Mr. Chairman, I do not know I altogether agree with 
that. In the case of a re-organization, where you have to go before the court, 
what you are asking a shareholder to do is to accept something quite different. 


_ This is what you are doing in the case of an amalgamation. You are asking 


the shareholder to accept shares of a newly amalgamated company on such 
basis as may have been agreed on by the two amalgamating companies. I think 
for the protection of the minority shareholders the courts should have a 
chance to look into that. In any event, it seems to me valuable to have that 
provision in here because it will hinder. majorities of two companies which 
wish to amalgamate from oppressing a minority shareholder. 
The CHAIRMAN: ‘‘Amalgamation” is dealt with under section 128A: 
(1) Any two or more companies incorporated under this Act, 
including holding and subsidiary A Sete may amalgamate and con- 
tinue as one company.”’ 


That is the purpose of amalgamation. My view of an amalgamation is not 
one which takes away from the rights of the shareholders of specific classes 
of shares. 

Senator HUGESSEN: It might or might not. 

The CHAIRMAN: They are translated into shares of the amalgamated 
company. 

Senator KINLEY: Can you amalgamate on a simple majority? 

The CHAIRMAN: No, three-quarters. 

Senator KINLEY: Seventy-five per cent? 

Mr. LESAGE: Yes. 

Senator LEONARD: I would have thought that the application to the court 
should take place on the application of dissenting shareholders rather than in 
every case, in most of which 99 per cent of them form the majority and agree. 

Senator HUGESSEN: I would agree on that, but I think the protection 
should be there in some form. 

Mr. LEesaGeE: Yes, the protection should be there in some form because you 
are affecting existing rights. 

Senator LEONARD: Instead of a company having to apply for a court order, 
there should be a stay of 30 days, say, during which period a dissenting share- 
holder could apply to the court. 

Mr. LESAGE: Because of the same principle, we have in this bill suggested 
to amend section 12 and especially section 17, so they would not have any 


_ effect on changes in the capital structure of the company, and that any change 


in that respect must be made under section 48, or section 49 for alteration or 
reduction in capital, because section 17 was abused, I would say, in a way that 


~ sections 48 and 49 were losing all their meaning. We have closed section 17 , but 


we have opened, when unanimous consent is reached, section 48 to all cases. 
But when there is no unanimous consent, let us say, for instance, in the case 
of a change in the rate of dividend, then there is no other way than to proceed 
under section 126 before a court of justice. It is in order to avoid that abusive 
application of section 17 we have had to open section 48 and leave a very few 
cases to the courts under section 126, so there would not be left in the hands of 
civil servants an authority which, I think, is really too great. 
20903—2 
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Senator Cook: You have to be very eareful with regard to this dissentient | 


aspect, because if the dissentient makes an application, and he takes an applica- 
tion to the courts, he could be penalized for costs and the company could even 
take the case to the Supreme Court. | 


The CHAIRMAN: Some shareholders are always dissenting because they are 
looking to create a nuisance value in certain circumstances. This is. based on 
experience. What they want is a special deal, and when they get it everything 
is all right, and when you are giving them a right to go to the courts I think 
they should certainly be under the penalty of costs, and if there is any doubt as 
to their ability to take care of costs I think they should have to provide security 
for costs. 


senator BOUFFARD: Apart from that, here you have also the fact the court 
may vary the agreements that may have been made. I do not means the re- 
organization of the company because this is not the result of an agreement, but 
here the court may vary, and if they do vary the agreement I do not think the 
companies can change that. They have to abide by the court order, and it will 
not be submitted again to the majority of the shareholders. 


The CHAIRMAN: Yes, I think we have to watch that. Are there any other 
particular headings you want to refer to today? 


Senator Lane: Mr. Chairman, generally on the operation of this act, have 
you noticed any relative decline in the incorporation of companies under the 
Dominion Act as opposed to the total incorporated under all acts in Canada in 
recent years? 


Mr. Lresace: No. In recent years, in the last two or three years, we have 
had a slight increase in the number, which is a normal increase, but we do not 
have the increase the provinces have, for the very reason that mining com- 
panies, oil companies, all those companies which are of a local nature, those 
development companies, are rather incorporated on a provincial basis for the 
reason that mining and oil companies have special legislation in the provinces. 


Senator HUGESSEN: They are dealing with provincial resources. 


Mr. Lesage: And with other development companies you also have the 
question of mortmain. According to the last figures I have seen in our depart- 
ment they are not decreasing, but instead are increasing slightly and slowly. 
There is always some increase, a gradual increase, but not at the same rate 
as the provinces. We don’t expect that to come because of the reasons I gave 
a few minutes ago. 


The CHAIRMAN: We have the comparison in the case of provincial cor- 
porations connected with natural resources. Taking that comparison I think 
it would be fairly even. 


Senator FERGUSSON: Earlier in the presentation Mr. Lesage says that in 
drafting this bill provincial authorities were consulted, and it was done with 
the help of provincial authorities. 


Mr. LresaceE: No, with outsiders, with lawyers in the practice. But the draft 
act was drafted by provincial representatives although the federal Government 
had representatives on the board. The draft act was prepared for the most part 
by representatives from some of the provinces but not all. This draft uniform 
act has not received the unanimous consent of those who were present. It was 
drafted in the way that if a majority of those sitting around the table were 
for a particular amendment it was inserted in the draft act. That is where I 
say this draft act presents some danger. Although it is very good, of course, 
I would be very careful in dealing with the draft act and especially with the 
principle underlying that draft act because the way it was drafted is subject 


to question, and even at Banff last September at the Bar convention many of © 


\ D commence 


Ni ‘ 
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( ip are the chartered accountants? A . a 
_ The CuarrMan: That’s right. | ee 
Senator FERGUSSON: That was not the point of my question. My question i 


as who was consulted in this bill. The only provinces you mention there are 
Quebec and Ontario. I wanted to know if there were any other authority from 
ther provinces. a 
Mr. Lesace: No. They were people hired by the department. 3 ) 
Senator FERGUSSON: Why Quebec and Ontario? 


ae Mr. LESAGE: I think the only reason is they were closer to home. There is 
_ of course another reason and that is that five of the provinces are operating 


_under a different system of law, they are incorporating their companies under We 
memorandum of agreement. Only five provincial jurisdictions are operating  — 
under the letters patent system, as we are here in the federal system. ay ial 
Senator FERGUSSON: You said there were five operating under each? Bi 

Mr. LESAGE: We had three gentlemen, one from Toronto, one from Ottawa fh 
and one from Montreal. me 


The committee adjourned. 
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"9 oa The Honourable Salter A. Hayden, 


The Honourable Senators: 


‘ Aseltine Gershaw 
TRE = e2% 8 6 | Gouin 
Beaubien (Bedford) Hayden 
Beaubien (Provencher) Hugessen 
Pus) LOLS Irvine 
ee Bouffard Isnor 
ny Burchill Kinley 
Mt Choquette Lambert 
Mi Cook Lang 
tS Crerar Leonard 
oe Croll Macdonald (Brantford) 
le, Davies McCutcheon 
| Dessurealt McKeen 
i Farris McLean 
i Fergusson Molson 
+ Flynn Monette 
y! Gelinas O’Leary (Carleton) 


oan ! (Quorum 9) 


THE STANDING COMMITTEE 


BANKING AND COMMERCE 


Chairman 


Paterson 

Pearson 

Pouliot 

Power 

Reid 

Robertson (Shelburne) 
Roebuck 

Smith (Kamloops) 
Taylor (Norfolk) 
Thorvaldson 
Vaillancourt 

Vien 

Walker 

White 

Willis 

Woodrow— (50). 


Ex officio members: Brooks; and Connolly (Ottawa West). 


a of the Hono abL Senin Vien, P.C., seconded by in Hoven abt o 


fy, § 


Ser nator Bradley, P.C., for second reading of the Bill S-22, intituled: “An Ac 
to amend the Companies Act”. | 


After debate, and— 
The question being put on the motion, it was— 
Resolved in the affirmative. 


ere Bill was then read, the second time. 


Vien, P.C., seconded by de HSnece atte ON Hugessen, that the Bill ie 


I eferred to the Standing Committee on Banking and Commerce. 


wT he question being put on the motion, it was— 
- Resolved in the affirmative.” 


nit ri 


4 


J. F. MacNEILL, ~ 
Clerk of the Senate. 


a 1 Commerce met this day at 11. AD a.m. 


Present: The Honourable Senators: cag Se ee Blois, © 


‘Smith (Kamloops). Ga 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary _ ‘ 
Counsel. 


& The Committee resumed consideration of Bill S-22, intituled: “An Act a ee 
amend the Companies Act”. ANN) 


LJ 


The following witnesses were heard: 


Mr. Ronald C. Merriam, Secretary, The Canadian Bar Association. 


Mr. Irwin Dorfman, Q.C., The Canadian Bar Association. 


Mr. Louis Lesage, Director, Companies and Corporations Branch, Depart- ct | 
ment of the Secretary of State. Poa 


At 12.40 p.m. the Committee deferred further consideration of Bill S- aa 
Attest: 


F. A. Jackson, | 
4 Clerk of the Committee. 
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THE SENATE 
STANDING COMMITTEE ON BANKING AND COMMERCE 


EVIDENCE 


OTTAWA, Wednesday, June 3, 1964. 


The Standing Committee on Banking and Commerce, to which was referred 
Bill S-22, to amend the Companies Act, met this day at 12 noon. 


Senator SALTER A. HAYDEN (Chairman) in the Chair. 


The CHAIRMAN: Honourable senators, we have now for consideration the 
amendments to the Companies Act. We carried on with this legislation at our — 
last meeting, and then we notified the Canadian Bar Association. I understand 
that Mr. Ronald Merriam is representing that association today, together with 
Mr. Irwin Dorfman. 


Mr. Ronald C. Merriam, Secretary, Canadian Bar Association: Mr. Chair- 
man, honourable senators, the Canadian Bar Association appreciates this oppor- 
tunity of speaking to Bill S-22, which is an act to amend the Companies Act; and 
we are particularly happy to see this effort being made after 30 years to bring 
the federal Companies Act more in line with the modern practices and concepts. 


I am sorry, Mr. Chairman, we have not had an opportunity to prepare a 
formal brief in the time available to us. However, Mr. Irwin Dorfman and 
myself have some rough notes to which we will be referring. 


During the last number of years the Canadian Bar Association has been 
most active in working in connection with the draft uniform Companies Act, 


-~ with which I am sure all honourable senators are familiar. When Bill S-22 was 
_ prepared, in large measure it was a question of applying the thinking that had 


been developed over the years in connection with the draft act to the provisions 
of Bill S-22. 


In addition, Mr. Irwin Dorfman, Q.C., of Winnipeg—who is the chairman 
of our commercial law section, which is the one primarily responsible for mat- 
ters affecting company law—has also been most active in recent months in con- 
nection with an amendment presently before the Manitoba legislature in con- 
nection with their Manitoba Companies Act. 


Sir, without anything further by way of opening, with your permission I 
would like to ask Mr. Dorfman if he would speak to this act on behalf of the 
association; and, if in the course of the discussion any questions arise we 
should, of course, be delighted to discuss them with honourable senators. 


The CHAIRMAN: Mr. Dorfman? 


Mr. Irwin Dorfman, Q.C., Winnipeg, Canadian Bar Association: Thank you, 
Mr. Chairman. I should say that perhaps an act in modern times should have 
three qualifications, to my mind. Firstly, it should facilitate to departmental 
officials the proper administration of the Companies Act. Secondly, it should 
be workable and flexible, and although regulatory not so restrictive as to pre- 
vent companies, which are usually the medium for carrying on trade and com- 
merce in this country, from carrying on business. Thirdly, I think in modern 
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thinking it should give to minority shareholders, not the right to obstruct but 
at least the opportunity to make inquiries and receive information as to their 
rights. From that point of view the uniform Companies Act does endeavour as 
a whole to deal with a new company law, and that was the concept behind it. 

In examining Bill S-22 there are several sections to which I respectfully 
direct your attention. Firstly, clause 4 dealing with section 4 of the act. There 
is one word there underlined—“insufficiency”. It is respectfully submitted that 
if it is intended to broaden the scope of section 4 a term that is more definitive 
and limited in application should be used. “Insufficiency” is so vague it might 
almost apply to any possibility. 


The CHAIRMAN: Is there anything that could not be grouped under the 
word “irregularity” and if so, what is it? 

Mr. DorFMAN: That is a question that perhaps the departmental officials 
might answer. I notice the purpose of the amendment is said to be to broaden 
the scope; but “insufficiency” certainly would create a doubt as to just what 
this refers to. 


The CHairMAN: As a matter of law, I thought if you succeeded in obtaining 
the incorporation of a company—and Senator Hugessen may be able to give 
the answer to this—that if you succeeded in getting a charter you were then 
in possession of something, and no matter whether the presentation of material 
was adequate or sufficient or insufficient, you still had a charter and the 
department could not reach out and take it back from you. 


Senator LrEonarD: Did not Mr. Lesage give an explanation of this when 
he was here before us last week? I do not know whether we have the printed 
record of when Mr. Lesage was here. It was a case, as I recall, where there 
was a complete lack of some information rather than irregularity. 


The CuairMAN: The last day Mr. Lesage said: 


Clause 4 is only to implement the word “irregularity” by adding 
the word “insufficiency.” Sometimes we receive applications which are 
not sufficient, and to make sure that the letters patent which would 
correct that insufficiency would be issued on a completely legal basis 
we thought that the addition of the word “Insufficiency” would cover 
the departmental authorities when issuing the letters patent as they 
would add something to the petition itself. 


I am wondering as a matter of law just how inadequate the powers were. 
If you get letters patent who can take them back from you? The Crown has 
acted, and if the letters patent are issued, what can be done about it? Have 
you any comment on that, Mr. Lesage? 


Mr. LrsacE: The comment I have is this: The main reason for the addition 
of the word “insufficiency” is to cover cases where in petitions for letters 
patent and also for supplementary letters patent which petitions are predicated 
upon the by-law of the company and to permit the officials of the department 
to complete something which would be missing in the petition itself, and even 
to implement to a certain extent an insufficient by-law in the case of the 
issue of supplementary letters patent. 

As a matter of practice in the department we have always brought those 
corrections in with the consent of the solicitor of the applicants, or of the 
company in the case of supplementary letters patent, but you will understand 
the speed at which we have to work—we often have to rely to bring those 
corrections in only on a telephone conversation with the solicitor or in many 
instances on correspondence. Otherwise, if we had not acted that way and 
- if we were not covered by the authority to implement an insufficiency in a 
petition we would have to return all the material received from the solicitor, 
acting on behalf of the applicants, or acting on behalf of a company, and 
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the reaction of the solicitor or the applicants and of the companies is very 
bad when we have to send back the material which was received in the 
department for a correction, or for an addition which they would consider 
minor. 
The purpose of the amendment is to allow the officials of the department 
_ to work at the speed, I would say, of the world of finance, and the speed of 
the practising firms, and to give them an adequate service. You will appreciate 
that some damage might be done to a company if supplementary letters patent 
were not issued within a very short delay. 


The CHAIRMAN: What you are saying is that in the interests of co-operation 
_ and expedition you think that the addition of the word “insufficiency” would 
make you feel more comfortable in being co-operative. 

Senator HUGESSEN: I can see the sort of thing you mean. If a petition for 
supplementary letters patent comes to the department with a request for 
urgency, and if the secretary of the company has omitted to sign the by- 
law certificate attached or something like that, then, in such an instance, you 
would like to be covered. 


Mr. LESAGE: We have always done it that way. We proceed anyway and 
phone the interested firm and ask them to send us a signed document, but we 
don’t hold the petition for that reason, for a minor reason of that nature which 
would only be an omission. 

The CHAIRMAN: That might be an irregularity. 


Mr. LESAGE: That would be right. If we come to a substantial matter in a 
by-law, for instance a change in the capital structure, something which is not 
acceptable or which would be irregular if implemented in supplementary let- 
ters patent, then we have to get the consent of the solicitor or from the com- 
pany, and if we do not have that authority to correct insufficiencies we have 
to send back the material. 

Since a by-law is involved, the by-law would have to be re-enacted by the 
board of directors, and a new meeting of the shareholders would have to be 
reconvened to sanction the by-law, and a new petition would have to be sent 
to the department, and you can appreciate the damage which would be done 
in sending back the material. We have to use a lot of discretion in using that 
authority. I think we have exceeded our authority in covering ourselves only 
on the word “irregularity”, but by adding the word “insufficiencies’ we are 
going to continue, and I am sure my successors, just like my predecessors, will 
continue to use the same careful means of administration. 


Senator LEONARD: Has the explanation satisfied Mr. Dorfman? 


Mr. DoRFMAN: I agree with what has been said. My only interpretation is 
that “insufficiency” might be changed to a more definitive word. 


The CHAIRMAN: What word would you suggest? 
Mr. DoRFMAN: I cannot suggest a word. I leave that to you, gentlemen. 
The CHAIRMAN: We appreciate the point. 


Mr. DoRFMAN: The next is clause 5, subclause 2 dealing with the additions 
of sections (d), (e) and (f) of subsection 4. Mr. Chairman, the effect of this 
amendment is to authorize the unnecessarily harsh sanction of winding up with 
serious consequences to the shareholders in order to enforce what primarily is 
the responsibility of the officers or directors of the company. 

Subsection 4(d) relates to the failure to hold an annual meeting for two 

consecutive years, and subsection 4(e) to the failure to mail a copy of the 
financial statement and auditor’s report 10 days or more before the date of the 
annual meeting, in the case of a public company, and to the failure to furnish 
these copies to a shareholder on demand in the case of a private company and 
also to the failure to furnish such copies to the holder of debentures of a public 
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company on demand. That is what these relate to. Section 4(f) relates to the © 
failure of a company to file with the Secretary of State its annual summary — 
as required by section 125. Fs 
We submit that sanctions for failure to comply with these requirements 
should be imposed on the directors rather than the shareholders, since the 
primary responsibility for ensuring such compliance should rest on the directors. 


The CHAIRMAN: If you stop there for a moment, the shareholders have — 
rights now to convene a general meeting of shareholders if the directors do not — 
see fit to call an annual meeting. | 


Mr. DORFMAN: Yes, they have, but why impose the sanction of winding up, 
or have it at all? 


The CHAIRMAN: Yes, why have it at all if the shareholder has a remedy? 


Mr. DorFMAN: If it is assumed that the department wishes to exercise 
some regulatory function, and these sections are to stand, then the directors 
should be made liable for neglect or failure primarily. I would direct your — 
attention to the draft uniform companies act, of which section 190 reads as 
follows: 


(1) A corporation that commits an act contrary to or fails or 
neglects to comply with any provision of this Act is guilty of an offence. 


Subsection (2) reads: 


Where a corporation commits an act contrary to or fails or neglects 
to comply with any provision of this Act every director or officer of 
the corporation or person acting on behalf of the corporation who author- 
izes, permits or acquiesces in the act, neglect or default is guilty of — 
an offence. 


Subsection (3) reads: 


Every corporation and every person who is guilty of an offence 
under this Act for which a penalty is not otherwise provided by this 
Act is lable on summary conviction to a fine of not more than two 
hundred dollars. 


Relief from the penalty provided by such section in the draft act would be ~ 
made available upon application to the court, if a director acted honestly and © 
reasonably and is entitled to be excused. I direct your attention to section 192 4 
of the draft act, and respectfully suggest that it might be followed. It reads: 


Where, in any proceeding under this Act for breach of or non- — 
compliance with any of the provisions of this Act by any person, it 
appears to the court hearing the case that that person is or may be q 
lable in respect of the breach or noncompliance, but that he has acted ~ 
honestly and reasonably, and that, having regard to all the circumstances : 
of the case, including those connected with his appointment, he ought " 
fairly to be excused for the breach or noncompliance, the court may 4} 
relieve him, either wholly or partly, from his liability on such terms as _ 
the court thinks fit. | 


Senator LEONARD: But those section are not relevant to the purposes of 
this particular amendment. The purpose of this particular amendment is to — 
enable another method of winding up the company. 


Mr. DorrMan: I suggest that the purpose of this section is to see to it 4 
that companies hold annual meetings, or send out financial statements, and | 
that the winding up is a penalty or a sanction to enforce that simple adminis- _ 
_ trative matter in the business of the company. The primary thing is that — 
evidently there is to be some sanction to ensure that meetings be held every © 
two years, or within two years, that annual summaries be filed, and that annual # 
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‘statements be delivered on demand to a shareholder of a private company, 
or be mailed at least ten days prior to the annual meeting of a public company. 
That is the objective, I submit, of this section. 

Senator Lronarp: Again, that was not my understanding. I thought when 
Mr. Lesage was before us his explanation was that this was a method to 
~ enable a winding up to take place where companies have been in default, and 
_ have not the money to proceed to winding up, and that this is a procedure 
_ whereby that can be done. 


The CHAIRMAN: Yes, this is the death penalty. 
Senator LEONARD: That is right. It clears off the books... 


Mr. DorFMAN: I submit the winding up is not the method because there 
is another method set up in section 125, subsections (9) to (12). This is a 
method that can be very simply used. It is on page 36. If a company does 
- not have sufficient funds with which to proceed to surrender its charter, or 
_ to wind up, all it has to do is to fail to file annual summaries for three years, 
after which the Secretary of State is empowered to dissolve the company. 
I point, sir, that these subsections (9) to (12) of section 125 are in direct 
conflict with subsection (4) (f), because under subsection (4) (f) for the same 
thing, if you are in default for only six months, the company is liable to 
be wound up, whereas under subsections (9) to (12) it is given up to four 
_ years to file the same thing. 

Senator Cook: It has to be ordered by the court. You have to make an 
application, and the court has to order the winding up. 

The CHAIRMAN: I suppose it depends on what the situation is in a particular 
case. If the shareholders want a meeting then there are ample provisions in 
the Companies Act as it now stands for the shareholders to obtain an annual 
meeting of the company where the directors fail to call one. Section 100(2) 
of the act as it exists provides: 


Where default is made in holding any annual meeting as aforesaid 
the court in the province in which the head office of the company is 
situate may on the application of any shareholder of the company, call 
or direct the calling of an annual meeting of the shareholders. 


Be If you are looking at it from the point of view that you want the annual 
f meeting to be held then there is a lot of machinery in the act for doing that. 
_ The question here is if you want to provide a method for companies that can 

no longer serve, or are not serving, any function to be wound up, and you 
- want to let the Attorney General of Canada carry the ball in doing it, why this 
- is a method for doing that. 


Senator LEONARD: That seems to me to be what the idea of the amendment 

was. It seems to me that rather than require to call annual meetings, and so 
forth, this was a method whereby these companies could be wound up in cases 
where there was nobody any longer interested in carrying them on. 


The CHAIRMAN: Except that the proposed wording does not indicate those 
are the circumstances in which this remedy might be used. I wonder what 
would happen if the Attorney General was moving under this proposed section, 
and a shareholder was moving before the court to have a date fixed for an 
annual meeting. 


Senator HUGESSEN: Frankly, Mr. Chairman, I do not think this section 
would be used, but I think it has, perhaps, some value by way of a threat 
to a company which fails to call an annual meeting. The Secretary of State 
writes to it and says: ‘“‘You are in default here, and if you do not comply 

with the requirements of the act in this respect I will ask the Attorney General 
_ to wind up the company”’. 
G , 
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The CHAIRMAN: For instance, suppose there is a receiver and a manager 
and the books and records, therefore, are not available to the directors. In 
those circumstances it would be impossible to call an annual meeting of share- 
holders. I suppose in those circumstances, if the attorney general made appli- 
cation to the court, the court might refuse it. : 


Senator HUGESSEN: Yes, it is up to the court to determine. 

Senator Cook: The court will say who is to be served. 

The CHAIRMAN: I think we understand your point, Mr. Dorfman. What is 
your next point? 

Mr. DORFMAN: However, I would stress again that paragraph (f) seems 
to be in direct conflict with subsections (9) to (12), because if you have four 
years in which to file a return then subsection (4) (f), providing for only six 
months and a penalty of winding up, seems to be in conflict. 


The CHAIRMAN: We will take a look at that, Mr. Dorfman. 


Mr. DorrmMan: Yes. The next point, Sir, deals with clause 6. Clause 6 
repeals section 7 of the present act, and substitutes a simplified procedure in | 
applying for letters patent in keeping with the practice in respect of letters 
patent in provincial jurisdictions. Generally, it adopts section 22 of the draft 
uniform companies act. 

It is noted, however, that in the new section 7(2) (2) prohibitions may be 
attached to a class of shares. In the draft uniform companies act, sections 29 
and 30 provide also for classes of common and preference shares which may be 
given no voting rights. It has been found useful and convenient, for example, 
to encourage employees by permitting them to acquire nonvoting but other- 
wise fully participating preference shares. Gifts of such shares to employees 
have also facilitated estate planning. 

As the intention of clause 6 of the bill is to make the requirement of the 
application more in accord with modern corporate administration practice the 
inclusion of the word “prohibitions” is welcome. It is suggested that its effect 
is rendered nugatory by subsection 5 of Clause 10. 


Senator HUGESSEN: Of the bill or the act? 


Mr. DorrmMaN: Of the bill. This subsection 5 relating to subsections 14 and 
15 of Section 12 of the present act is designed to prohibit the issuance of any 
class of nonvoting shares whether common or preferred. I think if you read that 
you will notice that that is the test to be applied. It is designed to prohibit the 
issuance of any class of nonvoting shares, whether common or preferred. By 
Clause 10 the prohibition is now to be extended to private as well as to public 
companies. 

It is respectfully submitted that Section 72(i) of the bill requires that the 
rights, restrictions, limitations or prohibitions that are attached to any class of 
shares be fully set out in the application for letters patent and presumably will 
be included in the actual letters patent itself; and since, by virtue of Section 23 
of the bill, a company no longer will be able to create preference shares by 
by-law, there is no valid reason for depriving federal companies, including 
private as well as public, of a class of shares which in recent years has been 
found useful by companies incorporated under provincial jurisdiction. 


Senator HUGESSEN: You want to include the power to issue shares with no 
voting powers whatsoever? 


Mr. DorFMan: I suggest you give serious consideration to it, if you want to 
modernize the act, as I understand is the intention. That has been the practice 
in Ontario for many years and now has been adopted in Manitoba; and I believe 
there are some nonvoting shares in Quebec also. 

The CHAIRMAN: On nonvoting shares, I notice it reads, the voting rights are 
limited—to the exclusive right to control management, ete. 
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Would not that be the case where you had some shares that were voting 


: exclusively for the election of directors? You might have other shares that were 


- voting in relation to other aspects of corporate management. Would this pre- 


clude issuing shares without any voting rights at all? 


Mr. DoRFMAN: I would suggest, sir, that the effect of subsections 14 and 15 
would be to prevent you from having any class of shares with no voting right, 
because I feel the result would be that other classes of shares would have the 
exclusive rights. 


The CHAIRMAN: You mean exclusive shares under the present act with no 
voting rights? 
Senator LEONARD: With respect to public companies. 


Mr. DoRFMAN: You cannot issue any nonvoting shares by by-law, although 
theoretically you can issue nonvoting shares by letters patent. 


The CHAIRMAN: I notice you say “theoretically”. 
Mr. DorrMan: Theoretically, yes. 
The CHAIRMAN: Has the department done it? 


Mr. DorRFMAN: One may ask that question of the department. I have never 
been able to get one through. In respect to preference shares with any nonvoting 
qualification, we have to go to its provincial jurisdiction. 

The CHAIRMAN: Perhaps Mr. Lesage could answer. 


Mr. LESAGE: If a share which is a nonvoting share—the only case where a 
so-called nonvoting share would be nonvoting is in the case of dividends. That 
is, for a period of two years or so. If the affairs of the company become so bad 
that it cannot even pay dividends to its shareholders, or if the directors of the 
company pay themselves such high salaries that there is no money left to pay 
dividends to those so-called preference shareholders, I would think that the 
word “share” loses all its meaning, and if we do not give any statement within 
that, containing an authority for voting rights, if the dividends are paid out, I 
think those so-called shares are not even worth being called “shares”. They are 
not shares at all. They are a sheet of paper which can be the ratifying to some 
employees that they have a share of the company, while they have nothing in 
their hands. 


Senator HuGESSEN: In other words, your department does not issue shares 
with no voting rights of any kind. 


Mr. LESAGE: With no voting rights of any kind in them—definitely—voting 
rights. : 


Senator HuUGESSEN: Restricting certain conditions, dividends and so on. 
Mr. LESAGE: Otherwise, my understanding of the word “share” in the stock 


company would become a bit of paper which is not even worth the designation 


of the word “share’’. 


The CHAIRMAN: That question is not exactly before us. The question is 
whether we continue the subsections 14 and 15 of Section 12, or whether we 
go for the changes or additions thereto proposed in the new Sections 14 and 
15. In the present act, subsection 14 of Section 12 says: 

In no case shall shares of a public company of any class or any 
subdivision of any class, whether with or without par value, be issued 
and allotted to which shall attach any exclusive right to control the 
management of the business or affairs of the company by the election 
or removal of the board of directors thereof or otherwise. 


Then in subsection 15 there is an exception provided that that is not to affect 
preference shares with preferential voting rights, on a stated event only. That 
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is the general law as it is now and I suppose under that general law Mr. ait 
feels he has full authority for the position he has taken. 

Senator HuGESSEN: Is Mr. Dorfman suggesting to us that the new act 
should make provision for completely nonvoting shares? 

Mr. DorFMAN: Yes. I suggested now because you are allowing the word 
“prohibitions” in your act, so that you are incorporating half of what is in the 
draft act but not the rest of it. I suggest that once you have public notice 
through letters patent that a share may be nonvoting, that the concept of 
a nonvoting share might seriously be incorporated, to keep this act in line 
with what we have in provincial jurisdiction. 

The CHAIRMAN: We have a note of that. What is the next point? 

Mr. DorFMAN: Clause 7(3) of the bill. It adds a new subsection 5 to 
Section 8 of the present act. Since this subsection is included for the con- 
venience of applicants, it is submitted that the authority given to the Secretary 
of State to make alterations in the application be exercisable only with the 
consent and approval of the applicants. 

I think that this is the intention, but I think it should say so. It does not 
say that the alterations are made with the consent and approval of the 
applicants. 

The CHAIRMAN: We have noted that. I do not see any debate on that. We 
have to make a decision one way or the other. What is the next clause? 


Mr. DorFMAN: Clause (h) substitutes a new subsection 10 broadening 
the power of the Secretary of State to correct defects in letters patent. That 
is by subsection 2 of Section 10. It is evident that this correction may even 
depart materially from the original text. Any correction to be made to the 
letters patent would be retroactive to the date of the letters patent and there is 
no time limit within which such correction may be made. 

It is respectfully submitted that the correction of a defect which results 
in a material change should not be made without supplementary letters patent. 
It is conceivable that rights acquired in the intervening period based on original 
letters patent may be affected. 

Senator HUGESSEN: I can see your point there. Perhaps we might envisage 
a case where the Secretary of State comes across something that is wrong 
and corrects, and ten years later the shares have been approved, and so on. 

Mr. DoRFMAN: Precisely. 

The CHAIRMAN: What you are suggesting is some time limit? 

Mr. DoRFMAN: Some time limit at least for the correction. Really, there 
are two suggestions; either a time limit, or that if there is a correction repre- 
senting a material change that should be done by supplementary letters patent. 

The CHAIRMAN: Except that it is signiflcant that section 10, subsection 1, 
says if the letters patent contain any misnomer, mis-description, clerical error 
or other defect. I take it the adjustment rule would apply there. So that it would 
not be a matter of substance. 

Mr. Merr1IAM: Except that subsection 2 obviously contemplates the possi- 
bility of a material change. 

The CHAIRMAN: But I do not know how it can. 

Mr. DoRFMAN: Well, there is the conflict. The next is clause 10, section 12, 
which is amended. It is submitted that it is not clear whether reference to 
an alteration of the capital of a company in the seventh line, is intended to 
mean authorized capital or paid up capital. 


The CHAIRMAN: What do you suggest, the insertion of the word — 


“authorized’’? 
Mr. DorRFMAN: I think it should be “authorized” sir. 


BANKING AND COMMERCE 33 


Mr. DorFMAN: Yes, you would. 

By clause 14, section 17 of the present act is amended, and again there 

vis a reference to alteration of capital—I think it is line 44—the same point 
_ being made. 

The CHarrMaw: It that the only item there? 

| Mr. DorFMAN: That is the only item there, sir. 


4 The next is clause 15, on page 12, that is subsection 3(b). This amendment 
requires that if the company has a name consisting of a French and English 
form, the company shall show on its seal both the French and English forms 
of its name. It is submitted that this requirement would involve a corporate 
seal of an inordinate size. 

The CHAIRMAN: Why not say “may”? 


| Mr. DorrMaAN: That is one suggestion. The other is that the company 
should be permitted to have either the French corporate name or the English 
corporate name on its seals; in other words, two seals, and use either one. 


The CHAIRMAN: What is the next item?. 


Mr. DORFMAN: Clause 17 of the bill. This clause is intended, presumably, 
to insure that a holder of a share receives full information as to, the rights 
and conditions attached to such a share. It is recognized that it is often 
difficult to properly summarize lengthy and involved rights and conditions. 
Any prejudice caused by a material omission would give rise to a claim. 
Furthermore, the practice is now developing of printing certificates in 
‘both French and English. In every case the share certificate would have to 
_be of an impractical size to set out in full all rights and conditions, and 
would make obsolete expensive machinery and equipment in which transfer 
companies have invested to issue and transfer share certificates. The authority 
to attach a writing permanently to the share certificate would, therefore, be 
helpful if practical. 

4 The CHAIRMAN: The word “legible” there I suppose, is the word; because 
I have seen where conditions have been extremely lengthy, and they appeared 
on the back of the certificate, but the print has been reduced in size by a 
photographic process so that you could get possibly ten, 15 or 20 pages of 
conditions on the back of one certificate and not take up the whole page. 
It depends on what “legible” means. The conditions would be legible, of 
- course, if you had a magnifying glass large enought. 

Mr. DORFMAN: We agree this is an improvement, but it makes companies, 
however, issue shares which require several pages to set fully the rights and 
conditions attaching to them, and affixing these pages to a share certificate 
“may present or create other problems. Recently, an amendment was made to 
the Quebec Companies Act which permits a summary to be incorporated on 
the certificate together with a statement that the whole text of the preferred 
or special rights, conditions and limitations would be arranged because of 
_ demand. 
| The CHAIRMAN: What you are saying is that if you give notice there are 
_ these conditions, you have done enough to put the person on the alert? 

Mr. DorFMAN: Yes. There is a better example of this in the State of New 
York in an amendment to its corporation law, effective September 1, 1963. 
Section 508 of the business ae tota law of New York now reads as 
follows: 

j Each certificate representing shares issued by a corporation which 
Fi is authorized to issue shares of more than one class shall set forth 
' upon the face or back of the certificate, or shall state that the corpora- 
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tion will furnish to any shareholder upon request and without charge © 
a full statement of the designation, relative rights, preferences and 
limitations of the shares of each class authorized to be issued, and, if 
the corporation is authorized to issue any class of preferred shares in F 
series, the designation, relative rights, preferences and limitations of 
each such series so far as the same have been fixed and the authority 
of the board to designate and fix the relative rights, preferences and — 
limitations of other series. . 


I think this is worthy of consideration, sir. | 


The CHAIRMAN: What is the next item? 


Mr. DorRFMAN: Clause 19 of the bill amends section 48 by adding sub- © 
section 5. It is submitted that to require unanimous approval may give a very | 
small minority of the shareholders the power to veto what the overwhelming 
majority of shareholders approve. Therefore, it is respectfully suggested that 
approval be only required from nine-tenths of the shareholders affected. 


The CHAIRMAN: In other words, you suggest 90 per cent? 
Mr. DORFMAN: Ninety per cent. 
The CHAIRMAN: Instead of ‘‘Sunanimous’’? 


Mr. DORFMAN: Yes. Clause 25 provides a revised wording of section 61 of 
the act. The bill preserves the principle that purchases or redemptions by a 
company of its shares must not be effected from capital. It should be noted 
that in Ontario the purchase or redemption of shares is not so restricted and — 
may be acomplished by a return of capital. Greater flexibility in corporate 
organization and practice has resulted without any apparent detriment to the 
public. The experience of Ontario has prompted the Province of Manitoba to — 
adopt a new provision, now being debated in its legislature. While it still may — 
be argued that the purchase or redemption should be accomplished only from — 
net profits or the profits under fresh issue of shares, no explanation is given ~ 
in the bill whether the net profits must be available as liquid assets. Presum- — 
ably, liquid assets would be interpreted to be cash and marketable securities. — 
Inventory would not be certified as liquid assets. A company is thus prevented 
from borrowing moneys to effect a purchase or redemption even though the 
capital of a company would not thereby be impaired. . 


The CHAIRMAN: We have noted that. 


Senator LEONARD: I take it that your suggestion is that we should use the — 
section in the Ontario Companies Act with respect to the redemption of © 
preferred shares, rather than this section? 4 

Mr. DorFrMAN: I say that this section does not modernize the act, ity 
prefers the original principle and is intended to bring the act up-to-date; but — 
perhaps you might seriously consider adopting the Ontario provision. oe 

Senator HUGESSEN: I think the original provisions about redemption of net 
profits, and so on, which came into the act in, I think, 1936, were taken from the © 
English act, and that was many years ago. 

Mr. LESAGE: 1934. 


Mr. DorFMAN: I think they were, but the experience in Ontario has indi- 
cated redemption on that basis does not provide any detriment to the public. 
Senator HuGESSEN: I have sometimes wondered whether the principle is 
correct, I must say. , 
Mr. DorFMAN: There is the question as to whether you follow Ontario, and — 
. what are “liquid assets’’? I limit it to liquid assets, in any event. 
The next one is clause 29 of the bill. This adds section 76A which contains a — 
most useful provision waiving the prospectus requirements of the act where a | 
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company has filed.a prospectus in any province or foreign country. This section 

oes not provide, however, for the case where a company is exempted from 
filing a prospectus in any jurisdiction. For example, no prospectus would be 
needed to be filed on the sale of a debenture where the sale is limited to 
institutions. : SEE AS HEY | 
"The Cuarrman: I think maybe we should take a good look at that. Where 
- the Securities Act in various provinces exempt them from filing a prospectus, 
we should give serious thought to whether, in those circumstances, you should 
_ have to file under the Companies Act. 


- Senator HucEssen: I can think of a case in the province of Quebec where 
- securities issued by a public utility are subject to the Control of the Quebec 
_ Electricity and Gas Board but are exempt from registration under the Securities 
Pp fact. 
Mr. DorrMan: The next sections are 115 to 125 in the act. 


Mr. Merriam has brought to my attention, with respect to clause 29, that: I 
overlooked the fact that subsection 2 of section 76A requires that the copy to 
be filed with the Secretary of State be certified by the public authority with 

_ which it was originally filed within 10 days after such filing. That might provide 
_ some difficulty. If it has to be certified by the public authority and filed within 
10 days it is submitted that perhaps even a longer period of time be permitted 
_ or a notarial or sworn copy be accepted. 


Sections 115 to 125— 
The CHAIRMAN: Of the bill? 


Mr. DorrMan: No, this is clause 34 of the bill. This deals with sections 115 
to 125 of the act which have now been repealed or are to be repealed by clause 
34, and they substitute a number of sections. Generally these sections follow 
sections 92 to 105 of the letters patent Draft Uniform Act. While it is desirable 

_ that a minority shareholder in a private company, as in a public company, be 
_ entitled to full disclosure—and it is noted that now these conditions are to apply 
equally to private companies as well as to public companies—and it is desirable 
that a statement present fairly the results of a company’s operations, in the case 
of a private company all these detailed requirements may be unduly burden- 
some, unnecessary and not desired by small private companies owned by one or 
a few shareholders. It is, therefore, submitted that the bill be amended by add- 
ing a provision similar to the following which has been included in the bill to 
-amend the Manitoba Companies Act. These provisions were also made appli- 
cable to private companies, and we added this subsection, section 96(4) in 
Bill 39 respecting the Manitoba Companies Act, which has had second reading: 
already. This subsection provides: 


With the consent in writing of all shareholders, 
-—it must be unanimous— 


—a private company may dispense with the requirements under 
sections 97-100— ; 


—and that would be comparable to the sections here— 


—in respect of any particular financial statement specified in the con- 
sent, except that the financial statement shall be drawn up so as to 
present fairly the results of the operation of the company for the period 
covered by the statement. 


In other words, in the case of small companies, let the shareholders decide 
unanimously whether or not they would have a briefer statement which would 
not be as expensive, perhaps, to prepare? 
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|. Senator HucrEssen: I think that is rather a valuable suggestion. Where | 
would you suggest we put that in? 


Mr. DorFMAN: I think that would go in, sir, following— 
The CHAIRMAN: Where private companies are mentioned. 


Mr. DORFMAN: Yes, I think it would follow section 116, or be a subsection 
to section 116. Yes, it would be a subsection to section 116. 


The CHAIRMAN: Do you mean on page 21? 
Mr. DORFMAN: Yes. 


Senator HUGESSEN: It would not affect the profit and loss or surplus 
statements? 


Mr. DorFMAN: It would include all sections from section 117 on. | 


The CHAIRMAN: That is the section which says, ‘“‘The application of the fol- 
lowing sections”. You suggest that that provision in relation to private compa- 
nies furnishing the information be added on page 21 in new section 116? 


Mr. DORFMAN: Yes. 4 
The CHarirMaN: All right. What is next? | 


Mr. DorrMan: It is further submitted that the requirement in the proposed _ 
new section 117(1)(a) that statements show the amount of sale or gross © 
revenue derived from the operations may adversely or unfairly affect those 
companies which deal in one product only, since competitors selling diversified 
products would only be required to disclose the total sales of all their products 
and not of each product. The subsection provides for an application to the 
Chief Justice or Acting Chief Justice for an order to omit such information if 
its disclosure would be detrimental to the interests of the company. 


The CHAIRMAN: This is certainly whittling down very substantially the dis- 
cretion of directors as to what should be disclosed. 


Mr. DoRFMAN: That it does. 
The CHAIRMAN: However, we have a note of that. 


Mr. DorrMaN: May I just suggest the application must only be made, 
according to the wording, to the Chief Justice or Acting Justice, and no 
power of delegation by the Chief Justice is even present in this bill. It is sub- 
mitted that if this subsection is to be retained it should be amended to provide 
that the application may be made to any judge of the Superior Court of that 
province. 


The CHAIRMAN: If we have finished with that portion of it, perhaps we 
should adjourn. We have lost our quorum. We are going to meet again at 2 
o’clock on this other bill. If Senator McCutcheon gets the answers to his 
questions or finds the answers are not available within less than the hour, we 
will carry on with you until 3 o’clock. 


Mr. DorFMAN: Thank you, sir. 
The Committee adjourned further consideration of Bill S-22. 
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Pursuant to the Order of ie Day, the Senate resumed depeae on ni th 
ion of the Honourable Senator Vien, P.C., seconded by the 7 An Ae 


ator Bradley, P.C., for second reading of the Bill S-22, intituled: 
mend the Companies Act”. 


After debate, and— 
; The question being put on the motion, it was— 
% _ Resolved in the affirmative. 
_ The Bill was then read the second time. etsy 
2 The Honourable Senator Connolly, P. C., moved, for the Honourable Sena- 
Vien, P.C., seconded by the Honourable Senator Hugessen, that the Bill bey 
ré ferred to the Standing Committee on Banking and Commerce. 
. . The question being put on the motion, it was— 
ae Resolved in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. — 


MINUTES OF PROCEEDINGS 


TUESDAY, July 9th, 1964. 


Pursuant to adjournment and notice the Standing Committee on Bank- 
ing and Commerce met this day at 8.00 p.m. 


Present: the Honourable Senators: Hayden (Chairman), Beaubien (Bed- 
ford), Bouffard, Burchill, Choquette, Connolly (Ottawa West), Crerar, Des- 
sureault, Fergusson, Flynn, Gershaw, Gouin, Irvine, Isnor, Lang, Leonard, 
McCutcheon, McLean, Pouliot, Reid, Smith (Kamloops), Taylor (Norfolk), 
Thorvaldson, Vaillancourt, Walker and Willis. (26) 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


The Committee resumed consideration of Bill S-22, intituled: “An Act 
to amend the Companies Act’’. 

The following witness was heard. 

Mr. Ronald C. Merriam, Q.C., Secretary, Canadian Bar Association. 

On motion of the Chairman it was RESOLVED that a Sub-Committee be 


appointed, composed of 6 or eight members of the Committee to study the 
suggested changes after all representations have been heard. 


At 9.15 p.m. the Committee adjourned until Thursday, June 10th, 1964, 
at 9.30 a.m. 


Attest. 
F. A. Jackson, 
Clerk of the Committee. 
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THE SENATE 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 


EVIDENCE 
OTTAWA, Tuesday, June 9, 1964. 


. The Standing Committee on Banking and Commerce, to which was 
_ referred Bill S-22, to amend the Companies Act, met this day at 8.00 p.m. to 
_ give further Dene deraiian to the bill. 


Senator SALTER A. Haypen (Chairman) in the chair. 


The CHAIRMAN: Honourable senators, we now come to deal with Bill S- 22, 
an act to amend the Companies Act. On the last occasion when we were 
discussing this bill we had Mr. Dorfman tell us about this. We had hoped he 
_ would be here this evening but we find that he has to be in some other place. 
_ However, Mr. Merriam is here and he will continue where Mr. Dorfman left 
| off. Mr. Merriam, would you care to pick up this evening where Mr. Dorfman 

finished the last day? 


Mr. Ronald C. Merriam, Q.C., Secretary, Canadian Bar Association: Mr. 
Chairman and honourable senators, when we adjourned last Wednesday we 
_were discussing section 117 (1) (a) of Bill S-22. 
The CHAIRMAN: It is on page 21. 


Mr. MErRRIAM: And we had pointed out that under that section a company 
is required to show the amount of sale or gross revenue in its financial state- 
ments, and suggested that that requirement could easily be prejudicial to a 

company which was engaged in the sale of one product and competing at 
the same time with another company which is engaged in the sale of not only 
that one product but in the sale of a number of other products as well. The 
information that would be contained in that balance sheet or in the financial 
statement with respect to the one-product company might be of great interest 
to the company in the diversified field. We recognize that the company can 
be relieved of that requirement by an application to the Chief Justice or 
Acting Chief Justice of the province in which the head office is situate, but 
there would seem to be no logical reason why the application must be made 
to the Chief Justice. We felt that if the section is to remain as it is, con- 
sideration could be given to allowing that application to be made to any judge 
of the Superior Court. I think in that connection it is well to bear in mind — 
that the section as now worded confers no power of delegation on the Chief 
Justice, so it is the Chief Justice and no other, and this can be restrictive in 
certain circumstances. 

The alternative approach to that particular section might be to reword 
it so that instead of making it obligatory in all circumstances to provide this 
information except when relieved by the court that it would only be required — 
when a percentage of the shareholders, say, 10 per cent for the purpose of 
discussion, request or demand that it be included in the financial statement. | 
If the intention is to provide information basically for the shareholders it 
seems one might look at it in this way—as long as the shareholders don’t 
want it there is no need for it, but if 10 per cent of the shareholders require 
it then it should be disclosed. 
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Senator McCuTcHEON: May I interrupt you here? I am not at all impressed | 
with your reason for not requiring companies to report gross sales or gross 
revenues. The general thinking is that that is the type of information that — 
shareholders and the financial community are entitled to. To suggest that. 
10 per cent of the shareholders present a memorial to the board saying they © 
want this is not, to my knowledge of shareholders, a really practical approach © 
at all. Now why would any company be afraid to publish gross sales and { 
gross revenues? 4 

Mr. MERRIAM: Well, Senator McCutcheon, I was hoping that I was making © 
it clear that that was simply an alternative on the assumption, and it may 
be a false assumption, that the intention of this paragraph or this section is © 
simply to provide information to the shareholders if they want it. If that is not © 
the intention, that alternative, of course, is not considered. 

Basically, what we are suggesting, sir, is that it is too restrictive to — 
require that any application for relief must be made to the chief justice. If © 


he does not happen to be available then there is no way around it. The chief — 


justice or a judge of the superior court is not going to exercise that discretion ~ 
except for a very good reason, and I agree with you that it is not going to be © 
exercised too frequently. 
Senator McCutTcHEON: I misunderstood you. I am willing to go along — 
with the idea that the chief justice or anyone he delegates to exercise— 
The CHAIRMAN: Or any judge of the superior court of the province. 
Senator McCutTcHEoN: I would go along with that. 4 
The CHAIRMAN: Then Mr. Merriam’s comment, as I understood it, was E 
restricted in this sense, that he was talking only about cases where there 
would be just one product, and where you would be giving full disclosure to © 
your competitors. 3 


Senator McCuTcHEON: If there is only one product then I suggest your © 
competitors would know all about it, and you should disclose all the informa- — 
tion to the shareholders and the general public. 3 


The CHAIRMAN: I agree with you in that they would have a pretty good 
idea. 

Senator McCutTcHEON: That is right. I was never confused about that. { 

Senator WALKER: In any event, substituting “any justice’? would solve the — 
problem. 


The CHAIRMAN: Yes, and if you could make out a case you would get 
the relief. 


Senator BURCHILL: Is this a new section? 

Mr. MERRIAM: Yes, sir. 

Senator LEONARD: Where did it come from? 

Mr. MErrIAM: It came from the draft uniform act, Senator Leonard. 

Senator CreraR: No doubt this has received very careful consideration, — 
but is it desirable to bring the chief justice of a province into— q 

The CHarrMAN: He is not suggesting that. He is suggesting that it be — 
any justice of the superior court. 

Senator CRERAR: Well, my objection applies to any justice. 

Mr. MERRIAM: It is not without precedent under the act, as it has been 
worded for many years. There are occasions when a company may want to 


go to the court for certain relief or direction under a number of sections of 
_ the act. That particular principle is not new. 


The CHAIRMAN: I should point out, Senator Crerar, that at this time we 
are not making a decision as to what, if any, changes we will make in this 
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& particular section. We are hearing the representations and noting them. At a 
later stage, when we have heard all of the representations we will sit down 
and discuss them and weigh them. 

Senator CRERAR: We will argue about it later? 

The CHAIRMAN: That is right. 

Mr. Merriam: Mr. Chairman, if I may, I would like to draw the attention 
of honourable senators next to section 119(1)(g) and 119(1)(h) which are 
to be found at page 24 of Bill S-22. By those paragraphs certain information 
with respect to shares or securities and so on is required to be given. Basi- 
cally, this again follows the draft uniform act, and we suggest that in addi- 
tion to the information suggested in Bill S-22 the cost to the company should 
also be required to be disclosed. We submit that that information—that is, the 
price the company paid for these securities—may well be of interest to the 
shareholders in order that they may compare it with the market value. The 
market value by itself is not too significant. 

The CHAIRMAN: Wait a minute. 

Senator McCuTCHEON: Which section are you referring to? 

The CHAIRMAN: Paragraph (g) and (h), on page 24. 

Senator WALKER: Where would you make that amendment? 

Mr. MERRIAM: In (g) after the words “stating their nature’ add the words 
“and cost”. That is the way the draft uniform act reads. 

The CHAIRMAN: Just a minute, if it says “and the basis of valuation thereof” 
is not the answer “market” or “cost”? Is not it in there now? 

Senator WALKER: ‘And the basis of valuation thereof”? 

The CHAIRMAN: Yes, so you put them in at a certain dollar amount, and this 
asks you to state the basis of valuation, and you answer that by “cost” or 
“market”’. | 

Senator WALKER: Would the basis of cost be the market or the cost valua- 
tion at the time? 

The CHAIRMAN: The cost would be the cost at the time you acquired them, 
POU Greeks 

Senator WALKER: I thought Mr. Merriam said it would be helpful for the 
shareholders to know what the company was doing—in other words, to know 
what these shares cost as well as what their market value was. 

Mr. Merriam: The basis of valuation is contained in the section, but if the 
basis is market, and that market happens to be 50 per cent below what was 
paid for those shares or debentures, or whatever they are, then our submission 
is that that latter figure, for purposes of comparison, would be of interest to the 
shareholders. . 

Senator LEONARD: Would it not have to show up? If the market value of 
those shares is less than the cost price would not that show up on the profit and 
loss statement as a loss? ) 

Mr. MERRIAM: Not necessarily in the profit and loss statement, Senator? 

Senator McCUTCHEON: What are you suggesting, Mr. Merriam? 


Mr. MERRIAM: We are suggesting that the draft uniform act be followed 
in each paragraph. We are suggesting in paragraph (g) at line 15 on page 24 
after the word “nature” put in “and cost’’, and in paragraph (h), at line 21, 
after the word “stating” .. . 


Senator McCUTCHEON: What are you saying there? 


| Mr. MERRIAM: ...put in “the cost and” so that it reads “‘stating the cost and 
_ the basis of valuation”. 


Mr. Merriam: If we put “and cost” in, yes. a 
The CHAIRMAN: What you are saying there is “stating their nature and — 
cost’? ey - 
Senator Fiynn: I think you need “cost and market value’. ee 
Mr. Mrerrtam: If we have the cost and the basis of valuation then the ‘. 


shareholders know precisely what has happened with that investment over the é 
period of time. : 
The CHAIRMAN: Yes, I follow that. What is your next point? a 

Mr. MERRIAM: The next section is section 120(1) which is to be found on — 
page 26. That again is in general in the same terms as the uniform companies 
act. This was considered at some length in connection with the amendments — 
being made to the Manitoba Act, to which Mr. Dorfman referred recently, and — 
it was noted that the particulars of any change in accounting principle or — 
practice which might be mentioned are those which affect comparison with the — 
immediately preceding period. There was a suggestion that this might be rather 4 
narrow—that it could be interpreted narrowly—and after considerable consid- 
eration the following suggestion was implemented in Manitoba, or is in the ~ 
process of being discussed there. It would mean changing Section 120(1): ; 
There shall be stated by way of a note to each financial statement a 

(a) particulars of any material change in accounting principle or — 
practice of in the method of applying any accounting principle or 4 
practice that was made during the period covered and (b) the effect, A 

if material, of any such change upon the profit and loss for the period. 

The only purpose there is this. It does seem to be somewhat wider in applica 
tion than merely restricting it to the “immediately preceding period”. . 
Senator McCutcHeon: Is this a fair question to ask? Have the views of | 

the auditors, reputable chartered accountants, in Ontario and Canada been | 
found out A are they in agreement with the suggestion you make? , 
Mr. MERRIAM: It is a perfectly fair question, senator, but I have not got — 

the answer, I just do not know. mM 
ot ened McCUTCHEON: The normal accounting certificate, I think you say, — 
today is “in accordance with the wording of the act” ie “and that the — 
normal, the Sete accounting principles are applied as were applied in 
previous years”. I think that is the normal accounting practice today. What 
you are suggesting is that it be incorporated in the act? 


Mr. Merriam: In fact, yes, sir, except that we say, instead of a 
immediately preceding period’—we take that out in effect and suggest that 
any change in accounting principles or practice made “during the period” | F 
must be noted in the financial statement. 

Senator McCutTcHEon: Any material change? 

Mr. MeERRIAM: Any material change. 


The CHAIRMAN: You cannot talk about change unless you are referring it. 
to something. 


ae 


Senator McCutTcHrEon: I think you have to refer it to the previous year. 
The CHAIRMAN: Yes. 
Senator WALKER: What we have to change is the word “material’’. 


Mr. Merriam: The next item is in Section 121E on page 32. Subsection 
(3) gives to a debenture holder the right to require a copy of the financial — 
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ES laced before the “last” annual meeting of the shareholders preceding the 

demand. This could easily result, in interpretation of that section, in a 

debenture holder requesting a copy of a statement five days before an annual 
meeting, that statement having already been circulated to the shareholders 
under one of the other sections of the act and become public knowledge. And 
compliance with this section could be fully handled by the company, by 
simply sending him a copy of a statement a year old. We suggest that that be 
-amended so as to provide that the debenture holder is entitled to a copy of 
the last financial statement and auditor’s report made available to the 
_ shareholders. 

The CHAIRMAN: Why should a debenture holdler get it before the share- 
holders have approved of it? 

Senator ISNor: That is not unusual, is it? Sometimes we do send out a 
printed report. 

The CHAIRMAN: To the shareholders, yes, but why should the debenture 
holders get it before the shareholders have approved of it? That is what I 
-am asking. 

Senator FLYNN: One may be available only at the annual meeting or five 
days before the annual meeting. 

Mr. MerrtAmM: I do not think so, sir. Under section 121E(1), the company 

is required to mail to its shareholders, at least ten days before the holding of 
any annual meeting, a copy of its financial statement and auditor’s report. 
I suggest that at the time when that mailing takes place, these statements are 

available to the shareholders. However that is a matter to be discussed. 

Senator McCuTcHEON: Under this section the debenture holder will have 

to wait until the day after the annual meeting. Why should he have to wait? 

Senator FLYNN: Because it is not approved by the shareholders. 

The CHAIRMAN: It is not the financial statement of the company until the 
shareholders approve it. 

Senator McCutTcHron: That is semantic. 

The CHAIRMAN: It is a little more than semantics. 

Senator McCuTcHEON: I agree with the point Mr. Merriam is making. 

That is all I wish to say. 

The CHAIRMAN: Otherwise you impose on a company that has debenture 
holders that they must send out the financial statement to the debenture 
holders as well as to the shareholders in advance of the annual meeting. It 
is all very fine if you want to do that. But it is an additional expense. 

Senator McCuTCHEON: Why not do it? 

The CHAIRMAN: It could be done only on request. 

Senator McCutTcHEON: What is in the Uniform Act? 

Mr. Merriam: If it is in the Uniform Act, I do not know what section it 

happens to be. It seems to us that there is no reason why one of those state- 
ments which have gone to the shareholders and have been made public, should 
not go. We do not see why the debenture holder should be misled by being 
handed a statement that is a year old; or, alternatively, that the company 
within a period of 14 days for instance has to make two mailings to that man 
if he demands them. 
| Senator BOUFFARD: Could he not write ten days later to get it? 
The CHAIRMAN: The act Section 121(1)(b) at present says: 
any holder of debentures of the company is entitled to be furnished 
by the company on demand without charge with a copy of such balance 
sheet 
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and that refers back to the earlier statement, that it includes the balance sheet E 


and statement of income and expenditure and statement of surplus— 


. aforesaid that have been laid before the company at the last ance 4 


meeting preceding such demand. 


Therefore, all he does is write in and asks to be mailed a copy of the — 
material which has been sent to the shareholders and then he can get that — 


statement. If he does that, it is covered. 
Senator McCuTcHEON: He could write before the meeting. 


The CHAIRMAN: He could write before and he might not get it until after, 
but he could write any time and say “I want it’. 


senator McCUTCHEON: You are right, always right. 


Senator LEONARD: Mr. Merriam’s point is that he should get the latest 
available statement. 


Senator WALKER: By inserting the word ‘ast’. 


Mr. MeErriam: I do not think the reference should be to the “last? — 


annual meeting preceding the demand, but I think it should be the “last” 
financial statement. 


The CHAIRMAN: We have your comment on that. What is the next one? 


Mr. MERRIAM: Section 124(5) on page 35. This section applies to public © 
and private companies. It entitles the company’s auditors to notice of “any” — 


meeting of shareholders. This is again a departure from the draft Uniform 


Act, Section 94(5), which gives the auditor that privilege and that right in 4 
respect of any meeting at which accounts on which he has reported are to be — 


placed before the meeting. In other words, if that meeting is going to con- 


sider something that is of interest to him as an auditor, he has every right 


to attend and be heard. 
Senator MCCUTCHEON: Which one are you referring to? 


Mr. MERRIAM: Subsection (5) at the top of page 35, Bill S-22. This would 4 
mean that even in a small private company, if for instance you wanted to — 


change the number of directors, you would either have to have your auditor 


at the general meeting of shareholders to confirm that by-law or alternatively — 
obtain a waiver from him. This seems to add some unnecessary complications — 
and cost, particularly to the operation of the small private company; and we i 


are submitting that subsection (5) be deleted and the following substituted. 


The CHAIRMAN: Do you mean the substitution of the present language ing 


the present act? 
Mr. MERRIAM: No, sir. We are suggesting the following— 
Senator WALKER: Is this new, or from the uniform act? 


Mr. MERRIAM: This is from the Manitoba act, which is considering the 1 
wording of the uniform act, making certain amendments to that. We are 


suggesting the following: 


(5) For the purpose of making any statement or explanation with ; 


respect to accounts that have been examined or reported on by him 
(a) that he desires; or 


(b) that he is requested by any shareholder to make; the auditor of 


a company is entitled to receive notice of and to attend any meet- 


ing of the shareholders of the company at which any such accounts — 


are to be laid before the shareholders. 
(6) With the consent in writing of all the ahecchaiiers 


And this is only applicable, really, in the case of a rather closely held : 
' private company, because of course, you would not get it from a public ; 


company. 
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a company may dispense with notice to the auditor in respect of, and 
his attendance at, any particular meeting specified in the consent. 

If those submissions commend themselves to the members of this com- 
mittee, then of course the present subsection 6 of section 124 would be 
subsection 7. 

Our next submission is with respect to clause 35, again on page 35 of 
Bill S-22, and particularly section 125. This section deals with the content 
of annual returns. As honourable senators will readily notice the information 
that is to be included in annual returns under the proposed act is materially 
reduced from the information that we have been accustomed to provide. In 
effect, the information now required is primarily information which has 
been compiled or has been obtained from records which are generally either 
maintained or prepared under the supervision of the company’s solicitor. 
There is no financial information whatever now to be required in the annual 
return. In these circumstances, it is our submission that there is no valid reason 
for requiring the auditor to certify as to the accuracy or authenticity of that 
annual return. In fact, what he would be asked to do would be to certify as 
to the correctness of the records maintained by the company’s solicitor, and 
we submit that the certification of a director or an officer of the company 
should be sufficient as it now is. 

Senator McCuUTCHEON: How would he know where the directors lived? 

Mr. Mrerr1amM: The auditor? 

Senator McCuTCHEON: Yes. 

Mr. MERRIAM: This is exactly the point. 

The CHAIRMAN: I do not see any value in putting the auditor there, when 
an officer of the company is the proper person. 

Senator WALKER: An officer in most cases. 

Mr. MERRIAM: As at present and for many years an officer or director is 
satisfactory. 

The CHAIRMAN: What is the next point, Mr. Merriam? 

Mr. Merriam: The next point is subsection 10 of section 125, on page 36. 
Honourable senators will note under that section the Secretary of State may, 
if the company is in arrears in filing its annual returns for three years, give 
notice of his intention to dissolve the company. We do not quarrel with the 
intent; but under subsection (11) it is to be noticed that notice of the intention 
to issue such an order may be given either by mail or by publication in the 
Canada Gazette. We submit that if a company’s corporate existence is to be 
dissolved by executive order, then every effort should be made to communicate 
direct with the company before issuing that order, and that therefore subsection 
11 should require the notice to be mailed by registered mail to the company at 
the last address known to the Secretary of State and... 

Senator McCUTCHEON: Yes, ‘‘and’’ is the operative word. 

Mr. Merriam: And published in the Canada Gazette. 

Senator LEONARD: Registered, in other words. 

The CHAIRMAN: Yes. 


Mr. MERRIAM: This, sir, is our final submission, and is in connection with 
clause 36 at the top of page 37—the new section 125A. This one we make with 
‘the very strongest energy at our command. This proposes to add a new section to 
the Companies Act, which would give the Secretary of State unlimited and 
uncontrolled power to demand information with respect to any aspect of the 
company. He need not explain or justify his demand. It need not be reasonable 
that the information be supplied. There is no way the company has any right of 
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recourse. The courts have no ground of authority whatever for reviewing it. | 
There is no restriction on the manner in which the information is to be used or 
the purpose for which it is or may be demanded. 

The Canadian Bar Association has always strongly opposed this broad, — 
unrestricted and uncontrolled discretionary power being delegated to admin- 
istrative authorities, because it is opposed to the fundamental principles of 
justice and law. 

In this instance, we respectfully but forcefully submit that clause 36 of 
Bill S-22 should be deleted in its entirety. 


Senator WALKER: That is like the police state bill. 
Senator CRERAR: What are you trying to get at in section 125A? 


Mr. MERRIAM: We are opposed to it very strongly, because we do not know 
what they are trying to get at. Our feeling is that if there is a piece of informa- 
tion that should be available to the Secretary of State it should be spelled out 
affirmatively in the act. 


Senator McCuTcHEON: The real point is that if that section goes in, no 
one will incorporate a dominion company. 


Senator WALKER: Just a minute. Isn’t this in the Ontario act? 
Mr. Merriam: I think it is, and I submit that is not— 


Senator WALKER: That is true, I appreciate that; but a senator over here 
was suggesting that nobody would incorporate under dominion charter; but 
they are incorporating under the Ontario charter under this section here, and 
is this the first time that it has been noticed? 


Mr. MErRRIAM: It is the first time it has ever been proposed to be included 
in the dominion act. 


The CHAIRMAN: I notice the first part says that the Secretary of State 
may by notice require the information. The real problem is, of course, what — 
happens if they don’t get the information, and this certainly seems to go too 
far. If the Secretary of State persisted in wanting the information, it may be 
that on notice to the company he could go to the court and get an order; 
and I don’t know if I would even subscribe to that procedure, but at least it 
would not be so police like as this. | 

Senator CRERAR: I would like to ask the witness, Mr. Chairman, what — 
difficulty he is endevouring to meet by this section, because it is a very sweep- — 
ing section. Are you trying to reach companies that don’t make returns, for 
instance? 

Senator LEONARD: He is trying to get rid of the section. 

Mr. MERRIAM: We are opposing it most strenuously; we don’t want that 
section in. 

Senator CRERAR: Well, it certainly ought to be changed. If you are aiming — 
at a company that is not operating, that is defunct, and does not make 
returns, then specify that. | 

Mr. Merr1aAM: There are other provisions which authorize the Secretary 
of State to wind it up. j 

Senator CRERAR: A man may be wholly innocent, and you may order | 
a company to make a return, and if it fails, then he is guilty of an offence and { 
will be punished. That is absurd. 

Mr. Merriam: That is our position exactly. 

Senator CRERAR: Positively absurd. 

The CHAIRMAN: I would say that when we get to hearing the repre- © 
sentatives from the department of the Secretary of State, this is one section — 
in which they will have to show cause, judging from the way this meeting is | 
going. 


Senator Deon ten: It might not be a bad idea if we struck it out now. 
The CHAIRMAN: I think it is in the Corporations Information Act of Ontario. 


ie Senator LEoNnARD: Mr. Lesage gave us the section I believe. Was it section 
104, Mr. Lesage? 


The CuarrmMan: I think it is in the Corporations Information Act of Ontario. 


‘ 
Mr. Louis Lesage, Director, Companies and Corporations Branch, Department of 
Secretary of State: It is in both the draft act and the Ontario Corporations Infor- 
) mation Act; and it was through a majority composed of Ontario people who had 
knowledge of the Ontario act and the draft act, but I must say I strongly opposed 
that section, and I think this really needs to be amended. In the case of private 
- companies, when supplementary letters patent are requested, some detailed 
information which would appear only on the financial statement of the com- 
_ pany is required and I think this would be entirely sufficient. But at the time 
_ our Companies Act came before the Interdepartment Committee, it was said 
that it would be very easy to insert this provision as 125A; but I disagree with 
that section as it is drafted. 


The CHAIRMAN: So we have the work of revision there. 
By the way, Senator McCutcheon, it is section 4 of the Corporations Infor- 
mation Act of Ontario. 


Senator McCutTcHEon: What page of your copy is that on? 
The CHAIRMAN: Page 176. 


Senator Isnor: Would you read that, please, Mr. Chairman? 


The CHAIRMAN: Section 4 of the Corporations Information Act of Ontario 
is at page 176 and reads: 

The Provincial Secretary may at any time by notice require any 
corporation to make a return upon any subject connected with its 
affairs within the time specified in the notice, and on default in making 
such return every director of the corporation, and, where the corpora- 
tion is an extra-provincial corporation every person acting as its rep- 
resentative in Ontario, is guilty of an offence and on summary convic- 
tion is liable to a fine of not more than $200. 


Senator McCuTcHEON: That is why we set up Mr. Justice McRuer to hear 
these things. 


The CHAIRMAN: That is one of the reasons. 


Mr. Merriam: Mr. Chairman and honourable senators, that completes our 
_ submissions. Thank you very much. 


The CHAIRMAN: Just before we adjourn, I might mention we have invited 
_ the Institute of Chartered Accountants to appear because there are quite a lot 
of sections here that seem to refer to them, and the information required 
would appear to be in some cases contributed at the suggestion of the char- 
tered accountants. So, at our next sitting we will have them. 

Can I take just one minute and give you the benefit of an idea I have 
in the back of my head? I thought when we have heard all the recommenda- 
tions we might appoint a subcommittee of six or eight members of this 
committee, and we would sit down and work out the suggestions, and see why 
we accept or reject them or want to make changes. Having done all that, we 
would come back to the main committee and say, “Here are our suggestions” 
—and we would discuss them and reach a conclusion much sooner. 


Hon. SENaTors: Agreed. 


< 


ny 


a he ie Sr Seas 


_= 


7 
wf 


aa) Be aca 
ey. f 


OB Sas ig a 


) eer ator ISNOR: Mr. ae ed Sane! to make this “CO 
125. I know all the experts differ from me, but does’ not ‘this section gran t 
the Secretary of State just the same authority to obtain information regardi I 
the statement as is given to the Department of National Revenue in the cas 
of income tax returns? 

The CHAIRMAN: As I understand it, the objection to this section - was note 
to the Secretary of State being able to ask for information, but it was the 
penalty if he does not get the answer. | 

We will adjourn until tomorrow morning at 9.30. 

The committee adjourned. 
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ORDER OF REFERENCE , | 
xtract from the Minutes of the Proceedings of the Senate, Wednesda 


After debate, and— 


; The question being put on the motion, it was— 


~The Honourable Senator Connolly, P.C., moved, for the Honourable Sena- : : 
Vien, P.C., seconded by the Honourable Senator Hugessen, that the Bill be ha i 
rred to the Standing Committee on Banking and Commerce. PTA 


_ The question being put on the motion, it was— 


Resolved in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


THURSDAY, July 16, 1964. 


| Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 9.30 a.m. 


Present: The Honourable Senators: Hayden (Chairman), Aseltine, Beau- 
bien (Bedford), Beaubien (Provencher), Bouffard, Burchill, Brooks, Cook, 
Connolly (Ottawa West), Crerar, Fergusson, Gouin, Hugessen, Irvine, Isnor, 
_ Kinley, Lang, Leonard, McCutcheon, Molson, Paterson, Pearson, Pouliot, Power, 
Smith (Kamloops), Thorvaldson, Willis and Woodrow. 


’ In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
_ Counsel. 


Consideration of Bill S-22 “An Act to amend the Companies Act”, was 
- resumed. 


| On Motion of the Honourable Senator Cook it was RESOLVED to print as 
_ appendices to today’s proceedings the following: 


“A” Letter from Osler, Hosking & Harcourt, Barristers etc. 
“B” Letter from O’Brien, Home, Hall etc., Barristers etc. 
“C” Letter from Campney, Owen & Murphy, Barristers etc. 
“D” Letter from Campbell, Godfrey & Lewtas, Barristers etc. 


“E” Brief from Mr. A. Graydon of Blake, Cassels & Graydon, Barristers 
efc, 


“F” Brief from the Board of Trade of Metropolitan Toronto. 
“G” Brief from the Canadian Institute of Chartered Accountants. 
“H” Brief from the Canadian Manufacturers Association. 


The following witnesses were heard: 


) Mr. G. P. Keeping, Chairman, Committee on the Companies Act, Canadian 
Institute of Chartered Accountants. 


Mr. T. A. M. Hutchison, member, Canadian Institute of Chartered Ac- 
-countants. 
Mr. D. I. W. Bruce, Chairman, Legislation Committee, Canadian Manu- 
facturers Association. 


Mr. H. J. Hemens, Q.C., Chairman, Sub-Committee on Companies Act, 
Canadian Manufacturers Association. 


es 


| At 11.00 am. the Committee adjourned further consideration of Bill 
-S-22 until later this day. 


At 11.30 am. the Committee resumed consideration of Bill S-22. 

The following witnesses were heard: 

Mr. D. H. Jupp, Honorary Treasurer, Board of Trade of Metropolitan 
Toronto. 


Mr. A. C. Crsler, Legal Secretary, Board of Trade of Metropolitan 
Toronto. 
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THE SENATE 


me THE STANDING COMMITTEE ON BANKING AND COMMERCE 


EVIDENCE 


Ottawa, Thursday, July 16, 1964. 


The Standing Committee on Banking and Commerce, to which was re- 
erred Bill S-22, to amend the Companies Act, met this day at 9.30 a.m. to 
give further consideration to the bill. 

| Senator SALTER A. HAYDEN (Chairman) in the Chair. 


The CHAIRMAN: This is a continuation of the hearings on the proposed 
amendments to the Companies Act. We have three groups here this morning 
to be heard, and we also have a public bill before us, an act to amend the 
National Defence Act. Our plan is that we should carry on with the evidence 
in connection with the Companies Act amendments until about 11 or 11.10, 
about which time the Minister of National Defence will be coming in. At 
that time we shall break and deal with that bill. This may well take an hour. 
When we are finished with that bill we will return to the hearing of witnesses 
on the amendments to the Companies Act. I think that will probably take 
us through until one o’clock. If we have not finished hearing the witnesses at 
that time I would suggest we might reconvene at two o’clock to hear the re- 
‘Mainder of the witnesses who are coming by appointment. At the time we made 
‘the appointments we did not realize that we would have a public bill inter- 
vening in the hearings. Is that agreed, honourable senators? 


Hon. SENATORS: Agreed. 


a The CHAIRMAN: The first thing I want to do in connection with the Com- 
panies Act amendments is to get the permission of the committee to print some 
of the submissions made to the chairman in the form of letters from various 
legal firms in Canada. The easiest way to distribute them, and the best way to 
ensure that they will be before you, is to have them printed as part of the pro- 
ceedings. 

; The first letter I have is dated July 7, 1964, from Osler, Hoskin & Harcourt. 
Would you like me to read them? 

_ Senator THorvALDSon: Could you summarize them? 


The CHAIRMAN: Mr. Mockridge deals with subsection 3 of section 123 
aS it is to be enacted by clause 34 of the bill. It appears on page 34 of 
the bill. I think it is in fact an error of which we can take due notice 
when we get down to the business of checking these sections. There it says: 
. (3) A person appointed as auditor under subsection (2) shall 
indicate in his report to the shareholders on the annual financial state- 
ment of the company that he is a director, officer or employee of the 
company or an affiliated company or a partner, employer or employee 
of the director, officer or employee. 


What Mr. Mockridge says is that 


Subsection (3) provides that a person appointed as auditor under 
subsection (2) shall indicate in his report to the shareholders that he is 
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a director, officer or employee of the company or an affiliated company 
or a partner, employer or employee of the director, officer or employee. | 
It seems to me that the underlined word d “the” should read “a” and that 
the words “of the company” should be added at the end of the sub-— 
section. . 


I think that is an intelligent objection, and we can have a look at it in due | 
course. 

We also have a letter from the firm with which Senator Campbell was | 
connected. It is the firm of Campbell, Godfrey & Lewtas in Toronto. They refer 
to section 11 of Bill S-22. And this is a point which has to do particularly with | 
mutual funds. It has to do with the changes in the language which is used 
with the use of the word “surrender” whereby when these funds have been 
incorporated and a shareholder is given the right to present his shares and 
the company must take them up the language used in the letters patent is 
“to redeem his said shares for cancellation at the asset value of such shares”. 
He thinks we should stick to the known language so that it will not create 
any confusion. 

Senator BOUFFARD: It is usually a sale. 

The CHAIRMAN: Yes, but the language in the amending section is “sur- 
render’’. 

Senator THORVALDSON: On the same point I know that there are other ob- 
jectors to the language of the section who might like to be heard later on. 4 

The CHAIRMAN: I think if we deal with it in accordance with this letter 
they will be happy to accept that and not to have to appear. 


Senator WILLIS: The firm is Campbell, Godfrey & Lewtas? 
The CHAIRMAN: Yes. 


Senator THORVALDSON: In regard to that I would point out that Mr. Godfrey 

is dealing with the same point as has been discussed. ' 
The CHariRMAN: There is a letter from O’Brien, Home, Hall, Nolan & 
Saunders, a well known firm of lawyers in Montreal, signed by Mr. Hall. It 
deals with subsection 3 of section 5 of the act. They suggest that while certain 
amendments are proposed in the bill in relation to other subsections of section 
5, concern is principally with subsection 3, that is the subsection that says 
things that a company cannot do when it gets its charter. This is one of the 
things it cannot do. It says: 
(3) Nothing in this Part shall be construed to authorize the company 

to issue any note payable to the bearer thereof or any promissory note 
intended to be circulated as money or as the note of a bank or to engage 

in the business of banking or insurance. 


There have been all kinds of problems over the years in giving opinions 
to companies issuing short term loans as to what they are to do, and whether 
they are caught by this language, and what they have to do to avoid the ap- 
parent conflict. One question is whether the language “intended to be circulated 
as money” is descriptive of any promissory note or applies to any note payable 
to a bearer. I know in some instances where lawyers have been very firm in 
their opinions, and companies have had notes registered to the payee of the 
note to avoid difficulties. 

Senator LEONARD: What is his suggestion? How does he think it should 
be dealt with? 


The CHAIRMAN: He says: 


If it is not too late might I make the suggestion that consideration 
be given to amending subsection (3) by deleting the words ‘any note 
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payable to the bearer thereof or’’. If this deletion could be made it should 
clarify matters and still prohibit the issuance of notes, whether bearer 
or otherwise, intended to be circulated as money. Obviously this clause 
was inserted in the Act to prohibit Letters Patent Companies from en- 
gaging in the business of banking. The amendment suggested above 
would in no way alter that prohibition. However, there would seem to 
be no good reason why a company should not be permitted to issue 
bearer notes so long as they do not circulate as money if it can issue 
bearer bonds or debentures. 


I had an idea as to the language that you might use because this seems to 
be a duplication—a note and a promissory note. Well, a note is a note: it isa 
promise to pay. The thing that might come the closest to looking like money 
would be if you had a note payable on demand. If the prohibition here were in 
respect of the issue of a note payable on demand, maybe that would do the job. 

We are not making any final decision on it here. I am pointing out to you 
what the presentation is and, in due course, we will have a look at it. | 

We also have a letter from Mr. Campney of the firm of Campney, Owen 
& Murphy, a well-known firm of lawyers in Vancouver. He deals with a num- 
ber of sections in the bill, and I think it is unnecessary to deal with them in 
detail at this time. 

One other thing. We have had a brief submitted to us by Mr. Allan Gray- 
don of the Blake firm in Toronto. We have copies which could be distributed, 
but notwithstanding that, my suggestion is that we include in the motion this 
morning that it be printed as part of the appendix to today’s proceedings, so 
you will have it in a form that can be permanently before you. Is that all 
agreed to? 

Hon. Senators: Agreed. 

The CHAIRMAN: We have The Canadian Institute of Chartered Account- 
ants before us, and I was proposing to call them first of this list of witnesses 
this morning because we invited them to attend at a previous hearing and 
then we ran out of time and they were not heard. I said, “If you would be 
good enough to return when we tell you we are sitting, while we may not be 
able to guarantee you can finish you will get the first chance of starting, sub- 
ject to what the committee says.” 

The representatives of the Canadian Institute of Chartered Accountants 
here this morning are: Mr. G. P. Keeping, chairman of the committee on the 
Companies Act; Mr. C. L. King, who is also in that category; Mr. R. D. Thomas, 
who is the executive secretary; and Mr. T. A. M. Hutchison. 

Would the delegation representing The Canadian Institute of Chartered 
Accountants come forward, please? 

Who is going to be the leading spokesman? 

Mr. KEEPING: I am going to lead off. Mr. King is not with us. 

The CHAIRMAN: You are Mr. Keeping? 

Mr. KEEPING: Yes. 


The CHAIRMAN: Then there is Mr. Hutchison whom we all know very 
well; he has been before us before; and then Mr. Thomas. 


We have received only half a dozen copies of your brief. Have you any 
more for distribution? 


Mr. KEEPING: No, I am afraid not. 
The CHAIRMAN: Do you propose to read your brief? 
Mr. KEEPING: No, not unless you so wish. 


The CHAIRMAN: My suggestion is that the motion include putting in the 
appendix today a copy of the brief of The Canadian Institute of Chartered 
Accountants. Is that agreed? 
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Hon. SENATORS: Agreed. 4 
The CHAIRMAN: And with that as the background perhaps you would by 
address us. | a 
Mr. KEEPING: We could make additional copies available. 


The CHAIRMAN: No, that is all right, we will print it as an appendix to _ 
today’s proceedings. 


Mr. G. P. Keeping, Chairman, Committee on the Companies Acts, The Canadian 
Institute of Chartered Accountants: Mr. Chairman, honourable senators, we are 
exceedingly grateful for this opportunity to appear before you. 


The subject of company law is one very close to the hearts of accountants, 
and for many, many years The Canadian Institute of Chartered Accountants 
has felt strongly that the Companies Act of Canada is outmoded, particularly 
in so far as the provisions of dealing with disclosure in the annual statement 
submitted to shareholders is concerned. 


Our activities as an institute in this field go back for many years. In fact, 
in 1939, only some five years after the enactment of the 1934 act, the com- 
mittee was very active and made submissions to a federal-provincial commit- 
tee on uniform company law at that time. In 1946, immediately after the war, 
the post-war planning committee of The Canadian Institute made extensive _ 
study of the subject and submitted a report or recommendations to the federal 
Government. In 1950 another committee was set up of which I was chair- 
man, and that committee is still in existence. Mr. Hutchison, who is with us 
today, and was and still is a member. That committee prepared a report which 
was presented to the federal Government in 1953, and at that time, also, while 
this committee was studying this subject, the Ontario government took steps 
to amend its Companies Act, and this particular committee changed its hat and 
became the committee of the Ontario Institute and made recommendations 
to the select committee of the Ontario Legislature. A large number of these 
recommendations were included in the Ontario Corporations Act of 1953. 


I might say that the recommendations that this committee came up with in 
1953 are, in essence, the recommendations that we have made to the federal 
Government as recently as last year, and are, in large measure, incorporated in 
Bill S-22, in so far as the disclosure of financial statements is concerned. 


We hope before you, sir, to point up one or two items that appear in 
the submission we have made to your committee; and, at the same time, we will 
be only too happy to answer any questions that may be directed to us by 
your committee. 


There is one section of the act that I would like to deal with perhaps in 
some detail, a section to which we take exception—and there are not many 
to which we do take exception. This is section 61 of the existing act, which is the 
section dealing with the redemption of preferred shares. 


Senator CRERAR: What page is that? 

The CHAIRMAN: In the bill? ! 

Senator LEONARD: Page 15, section 25 of the bill. 

Mr. KEEPING: To put it bluntly, sir, we are of the Opinion there is no need 
for barriers to be placed in the way of redeeming preferred shares, provided 
that such redemption takes place when the company is solvent and the redemp- 
tion is not such that it would render the company insolvent. 

The fact that preferred shares are redeemable is set forth in the balance 
sheet of the company. That is standard practice. Therefore, any grantor of 
‘credit should be put on guard that those shares are redeemable. Just as a 
prospective grantor of credit is able to see from the balance sheet the amount _ 


Bend that aaa 25 of the bill be amended to give effect to our recom- 
endation in this respect. 

_ The CHAIRMAN: Your recommendation would produce a section, say, in 
ze ine with the procedure in the Ontario act? 
! Mr. KEEPING: That is correct, sir. 
Without leaving the subject I would like to say that we find the present 
section 61 quite unsatisfactory, and we find the proposed new section 61 even 
more unsatisfactory, from our point of view. 
In the first place, both of these sections refer to a surplus arising from 


a redemption. Now, in the minds of accountants, if a redemption is made at 
_ the par value of the shares no surplus arises from a redemption. The only 
4 time that a surplus arises from a redemption is when shares are purchased 
- for cancellation or redeeming at less than their par value. Then a surplus © 
_ arises in the amount of the difference between the par value and the redemp- 
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tion or purchase price. 
Now, this expression which is used in both the old section and the pro- 
_ posed new section has been interpreted as meaning an amount equivalent to 


4 the par value of the preferred shares. If that is what is really meant, and 


your committee does see fit to recommend something along the lines of the 
i: present section 61, then we think that that point should be adequately 
m Clarified. 

"4 The CHAIRMAN: Section 61 of the present act presupposes the existence 
4 in liquid form of earnings that could be immediately earmarked for the re- 


Bmption of those shares. Once you do that then that is the way it is proposed — 


you create a capital surplus. 
| from a redemption or purchase for cancellation shall be designated as capital 
' surplus. 
‘) The CHAIRMAN: Following the principle in this section, once you accom- 
_ plish a redemption by using that method then you have the money that was 
i: paid in on those shares, but what are you going to call it? You have to call it 
a something. 
a Mr. KEEPING: Yes. I am quarreling more with the terminology. 
The CHAIRMAN: My quarrel might go a little deeper. 


a 


our objections to both the new and old sections 61. With respect to this ques- 


a tion in which you referred to liquid assets, both sections require that net Ni 
profits be available as liquid assets. Now, I dary any accountant to say that net 


_ profits are available as liquid assets. Net profits come into a company and 
they are merged in the flow of other funds such as borrowed money, and to 


be able to identify certain net profits as being represented by liquid assets is, 


I think, quite impracticable. 
Rees these sections refer to the term ‘capital surplus’. In modern Cana- 


is 
1a 


dian accounting practice the term “capital surplus” has no accepted conno- | 


_ tation. If it were decided to include some similar provision we would suggest 
that serious consideration be given to changing the terminology. 


The CHAIRMAN: What suggestion would you make? 
Mr. KEEPING: I would like to come up with one later on, if I may. 


: Senator THORVALDSON: On this point might I ask if any reference has 
a Breen made to this section by the representatives of the Canadian Bar Asso- 
ciation who were here some time ago? Unfortunately, I was not able to be 
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a; Mr. KEEPING: That is right, but I think it reads that the surplus resulting 


a Mr. KEEPING: I have already stated that we do not agree at all with 
4 section 61 and the proposed new section 61, but I am pointing out some of © 
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present at that time. Or, was any reference made to it by other persons who 4 


appeared before the committee? 

The CHAIRMAN: That is some time ago, and I do not recall. 

Mr. Krepine: If I may be permitted to speak, my recollection is that 
the Canadian Bar Association made a similar recommendation. 

The CHAIRMAN: Yes, they had something to say. about it, but I do not 
recall exactly what it was. That brief has been filed and is now in our record 
of proceedings. 

Senator Monson: Mr. Chairman, has Mr. Keeping any suggestion as to 
how the section should be worded? 

The CHAIRMAN: I think his idea, if I understand him correctly, is to 
strike it out. 

Senator LEONARD: I understood him to say that he would be satisfied with 
a section similar to that in the Ontario act dealing with the redemption of 
preferred shares. 

Mr. KEEPING: That is right. We would be extremely happy with that. We 
would be extremely unhappy if the existing section 61 was left in and if the 
proposed new section 61 in Bill S-22 was adopted. But, if it was considered 
that something with the same philosophy behind it of setting aside as un- 
touchable, if you like, an amount equivalent to the redemption of the pre- 
ferred shares is considered necessary then we would not want to see it in 
the form in which it is now, or in its proposed form. 

Senator HUGESSEN: I gather you would prefer to leave in subsection (1), 
and cancel the other subsections? 


Mr. KEEPING: We would like to see something identical with that in the 
Ontario act. : 


Senator HUGESSEN: What does the Ontario act say? 
Mr. KEEPING: I have the Ontario act here, and section 27(10) reads: 
Preference shares shall not be redeemed or purchased for cancella- 


tion by the company if the company is insolvent or if the redemption or 
purchase would render the company insolvent. 


That, of course, is prefaced by a positive power to redeem earlier on in the 
section. 


Senator HuGESSEN: So you would simply have the present subsection re- 
placed by a subsection similar to that which you have read? 


Mr. KEEPING: That is right, yes. 


Senator THORVALDSON: Did the former Ontario act have a clause in it similar ; 


to the present section 61 before the amendment in 1954? 
Mr. KEEPING: Being a resident of Quebec, I am not too certain. 


Mr. T. A. M. Hutchison, Executive Secretary, Canadian Institute of Chartered 
Accountants: I would say no. 


Senator BourrarD: You would have to refer to the charter, because there 
are not many ways— 


The CHAIRMAN: Senator, the proposed new subsection (1) of section 61 in 
the bill before us says: 


—if such purchase or redemption is made in accordance with the 
provisions of the letters patent or supplementary letters patent. 


‘If I understand you, you are saying that subsection (1) of section 61 as proposed © 


in the bill would be acceptable if subsection (2) appeared in the form which 
you read a few minutes ago? 
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Mr. KEEPING: That is correct, sir. 


The CHAIRMAN: I think we understand that. Is there anything more you 
want to say? 


Mr. KreEpine: I would like to go on a bit about the objects of the present 
section 61 because it raises trouble when elections are made under the Income 
Tax Act to, in effect, pay out accumulated earnings to shareholders at the lower 
rate of tax that is permitted under the Income Tax Act—a measure that 
was taken in 1948, I think, to assist in the mitigating of the income tax and estate 
tax burdens imposed upon proprietors of closely held corporations. It is 
quite possible, and it happens quite frequently that a company might elect to 
pay tax on the whole of its accumulated profits, in which case it capitalizes the 
total of those accumulated profits less the 15 per cent tax it has paid, and it 
is left with no accumulated profits. Under section 61 as it is now, when those 
preferred shares are redeemed the company is obliged to transfer an amount 
from accumulated earnings equivalent to the value of the shares redeemed, and 
there are no accumulated earnings to so transfer. 


All that has happened is that the shareholder has really got out net profits 
to which he is entitled, but he has been obliged to convert them into capital and 
take them out by way of the capital route rather than by way of dividend. This 
is just one of the difficulties that is met with in connection with section 61. 


We believe that preferred shares that are created out of accumulated earn- 
ings by way of declaration of a stock dividend in the form of preferred shares 
should certainly not be governed by any restriction at all. We can see absolutely 
no case for it. Should it be decided to leave in to some extent this principle of 


_ Capitalizing a sum equal to the amount of the preferred shares redeemed we 


think it should certainly only apply to preferred shares that have been sub- 
scribed for in cash by the shareholders, or any property, but not any shares 
that have been created by a stock dividend out of earnings. 


Senator THORVALDSON: Would you follow that up, Mr. Keeping, and say 
whether in your opinion there is any real purpose in that latter event? 


Mr. KEEPING: We do not believe so. As I said, we believe there is no purpose 
served; that the public and the creditor is adequately covered if the company 
is insolvent and the preferred shares—if you apply a liquid assets test in section 
61 and the proposed section 61 then I suggest, gentlemen, that liquid assets which 
consist, in my opinion, of cash on hand and readily marketable securities, which 
are available to pay your current debts. I suggest that it is quite possible for a 
company to have liquid assets and be insolvent. In other words, it may well have 
cash and readily marketable securities and yet be unable to pay its current 


debts and, therefore, be insolvent. I therefore suggest that the insolvency test is 


2a, 


in some respects a better one than the liquid assets test. 


Senator HuGESsEN: These provisions were inserted in the amending act 
of 1934—that is 30 years ago. What was the primary reason for these pro- 
visions? What were they designed to cover? 


Mr. Kerepine: I think the idea behind it was to protect a creditor. The 
capital of the company should be preserved intact, and if some of the shares 
were redeemed, then it should be replaced by an amount transferred, an 
equivalent amount, from accumulated earnings, and frozen in in the same way 
as capital stock is frozen in, and can only be taken out in taking measures 
under the provisions for the reduction of capital which entails application for 
new supplementary letters patent, and notification in most instances to cred- 
itors. My point is that with redeemable preferred shares, they are issued as 
redeemable and shown in the financial statement as redeemable, and so any 
creditor should be on his guard that these shares can be redeemed and in 
assessing the risk should take that into account. 
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Senator LEONARD: What happens if the company was not insolvent andl iy 
ee 


the creditor was nevertheless at the loss of his money? 
Mr. Keepinc: The creditor would have an action against the directors. 


goes against a company redeeming shares? 

Mr. KEEPING: Definitely. " 

Senator LeonarD: Apart from the statute, how would you deal with the 
surplus resulting from a redemption of shares? 

Mr. Keeping: We say no surplus results from the redemption of preferred 
shares. They may be less than par value. 


Senator LEONARD: If you redeem shares at $98 and there is a liability of : 


$100, what happens about the $2? 
Mr. KEEPING: They would be brought in under what we call contributed 
surplus. It is a type of capital but not taking the form of capital stock. 


Senator LEONARD: It does not have to be so designated under the normal | 


practice? 


The CHAIRMAN: It can be just designated as surplus under the Ontario © 


law. It can be put in under that heading. 
Mr. Hutcuison: I think we have put it in under contributed surplus. 


The CHAIRMAN: In order to satisfy the legal requirement of the law you q 


would put it in under that heading in the balance sheet? 


Senator LEONARD: It would be like capital brought in on the sale of an | 


asset, but not of fixed assets. 
Mr. KEEpinc: We accountants look at it rather differently from a gain 
on the disposal of fixed assets. We would consider it more or less a form of 


income. Any surplus on redemption of shares would immediately be made 4 


known to shareholders. 


The Cuatrman: I have the transcript of the submission by the Canadian ; 


Bar Association on this point, on page 34. There Mr. Dorfman says: 


...Clause 25 provides a revised wording of section 61 of the act.7g 
The bill preserves the principle that purchases or redemptions by a > 


company of its shares must not be effected from capital. It should be 
noted that in Ontario the purchase or redemption of shares is not 


so restricted and may be accomplished by a return of capital. Greater 
flexibility in corporate organization and practice has resulted without 3 
any apparent detriment to the public. The experience of Ontario has 
prompted the Province of Manitoba to adopt a new provision, now being ~ 
debated in its legislature. While it still may be argued that the purchase | 
or redemption should be accomplished only from net profits or the — 
profits under fresh issue of shares, no explanation is given in the bill q 
whether the net profits must be available as liquid assets. Presumably, — 
liquid assets would be interpreted to be cash and marketable securities. — 
Inventory would not be certified as liquid assets. A company is thus © 
prevented from borrowing moneys to effect a purchase or redemption — 
even though the capital of a company would not thereby be impaired. | 


Senator THORVALDSON: They made no recommendation in regard to the 


section, did they? 
Senator HUGESSEN: Is there not an implied criticism in that? 


The CHAIRMAN: He says that this section does not modernize the act,— 
it prefers the original principle and is intended to bring the act up-to- — 
date; but perhaps you might seriously consider adopting the Ontario . 


provision. 


Pas, 
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Senator HuGESSEN: The provision of the Ontario act which you quoted — 
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_ Senator McCutTcHEON: This is one of the reasons why people do not come 
n Ottawa to incorporate companies. He 
Mr. KEEPING: There is one point I would like to mention regarding the 
proposed section 61 in the bill. There there is a requirement that the auditor 
certify that the profits in the required amount are available as liquid assets. 
In our view this is a completely unworkable provision. First of all I don’t 

think an auditor could certify that any profits are available as liquid assets. 

He could conceivably certify as to the quantum of liquid assets at some par- 
_ ticular time. This inflicts a burden on this kind of company because in some 
4 cases there are companies who are purchasing for cancellation all through 
: the year, and to say that at every date they purchase a share for cancellation 
_ the auditor should be required to make an examination and give a certificate 
as to the liquid assets—this would be quite intolerable. 

i Senator McCutTcHEoN: You don’t agree with the explanation in the bil] 
_ that the section is to be more practical? 


_ there are many, many sections with which we are just delighted. I spoke to 
_ Mr. Lesage the other day, and I told him I wished to commend the Secretary 
of State Department or whoever was responsible for the draft. There is one 
other matter I should like to mention. In our Memorandum we submitted 
_ to you we mentioned the French text of the bill and the fact that in our 
- opinion it is not satisfactory. There are a number of terms there which are 
not the generally accepted words in French at all. For example there is 
 excédent for the word “surplus” whereas in French they normally use the 
word surplus. We have a committee studying it further and we will have a 
report prepared and I would like to submit that in connection with changes 
in the French text. 


_ appendix to today’s proceedings, a number of terms which you say are not 
- suitable. 

Mr. KrEEpiInc: This is not a full list, or an exhaustive list. We have a 
committee going through them to deal with them in detail. 


The CHAIRMAN: But you don’t think that committee will make any changes 
in the ten you have mentioned. 


Mr. KrEEepine: No, but they may well come up with others. 


" Senator KINLEY: The witness said that the company law was outmoded 
ji —the present company law, if I understood him correctly. He spoke of dis- 
closure. I would take that to mean that there could be something going on 
_ that everybody who is interested does not know about. This could be dangerous. 
_ What worries me and what is worrying a lot of people, and also the press 
Situation with regard to subcontractors. The subcontractor is not adequately 
_ protected. His position is very hazardous and it is getting to the situation 
_ where he is in a position that he has no protection at all. What would you 
- say about that? 

Mr. KEEPING: I don’t know that I feel qualified to answer that. The sub- 
contractor you refer to is a subcontractor, say, for a construction project? 

if The CHAIRMAN: Are you asking the witness a legal question or an ac- 
- counting question? 

Senator KintEy: An accounting question. 


; Mr. KEEPING: Well in that case I must say I did not understand the question. 
I do not understand exactly in what way accounting comes into this. Do you 
say that the accounting is deficient in that it is responsible for the fact that 
_ the subcontractor is not adequately protected? 


63. 


Mr. KEEPING: No. I do not want to criticize the bill as a whole, because | 


The CHAIRMAN: You have enumerated in your brief, which appears as an — 


of Ottawa have brought this to our attention the last two months, is the | 
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Senator KiInLEY: Not adequately protected under the corporation law with 
which you deal. The subcontractor should be warned of the approaching danger. © 
That is one of the big problems, that he is not adequately protected under the 
law. There is a Canadian provision which has to do with the Province of Nova 
Scotia, and as a result many problems have grown up in the shipbuilding 
industry. Take for example one of the old wooden shipbuilders, in a small 
business, who suddenly finds himself in big business, and he needs capital. — 
I am speaking of an actual case. This was a shipbuilding company that was 
building vessels and I am advised that they had signed their subsidy to the 
Loan Board of the Province of Nova Scotia. That means that the Loan Board 
advances the money to build a ship, and they take security by way of a 
builder’s mortgage or something like that. Now I find one of these companies 
had $50,000 borrowed from the Industrial Bank of Canada. That is a Shirse 
mortgage too. Then of course they go to the Bank and I don’t know what they 
do with their contract, but I guess they deposit the contract. Under section 88 
they took as security an inventory of the company. They had subcontractors. 
The company went bankrupt and there were numerous people who in good 
faith and without knowledge supplied goods to the company which they 
needed for the contract work on the ship. They have to go into liquidation, 
and where is their protection? There is nothing left, between the Industrial 
Bank and the commercial bank and the Loan Board and everything else. 

The CHAIRMAN: Well, senator, from the legal point of view the subcon- 
tractor could avoid all his problems by operating on a C.O.D. basis. 

Senator KINLEY: They cannot do that. You think you are dealing with com- 
petent people. Why some people should be protected and others should not 
is rather hard to understand. 

The CHAIRMAN: That is not a matter of company law as much as a matter 
of lien law and bankruptcy law. 

Senator KINLEY: I am not speaking of law, I am speaking of conditions. 
What we are objecting to is this, there is no publicity about this. You find Cana- 
dian companies coming down to Nova Scotia and forming a subsidiary com- 
pany there. And then you are in trouble again because the assets of the main 
company in Ontario are not available for the debts of the company in Nova 
Scotia. 

The CHAIRMAN: Any person dealing with subsidiary companies knows that 
when he starts dealing with them. 

Senator KINLEY: If you have a Government contract the Government 
makes them present a receipt to show that they have paid the subcontractors 
before they give them any money. Then they may have to give a receipt before — 
they get paid, or they may say they don’t want to do that. Many people are © 
made to do it and they are in an intolerable position. 

It is not a fair position. I respect our banks, I have every confidence in 
them, but when a bank goes to work and lends a man a certain sum of money 
with an hypothecation and leaves him half way through, that is not very good. 
If I or other manufacturers have to go to the lawyers to find out whether a man ~ 
is worth any money, or this or that, if you give a mortgage you have to put 
it on record. I do not think these people could put these things on record at 
all. I have suffered from this on two or three occasions in the last couple of — 
years, and have suffered quite acutely, because we like to feel there is honesty 
and confidence in business which cannot be destroyed by people getting a priv- 
ilege, and the big fellow is getting too much privilege in this theatre. I think 
_ the position of the subcontractor—and in this I am supported by good legal 
and business authority—is not properly protected under the Companies Act. | 
Of course, we deal mostly with the provincial Companies Act. To a large extent, | 
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> forward with what I believe. You talked about disclosures, and I think 
iis should not be done without disclosure. 


The CHAIRMAN: There are some phases of this in your submission Mr. 
tchison you are going to deal with. 
_ Mr. Hutcuison: Mr. Chairman, honourable senators, I propose to deal with 
ection 34 of the amending bill which has incorporated in it virtually all the 
commendations that have been made by The Canadian Institute of Chartered 
_ Accountants over the last 12 years. These recommendations were very largely 
corporated in the Ontario Corporations Act in 1954, and at the present time 
e only differences between the Ontario Corporations Act and Bill S-22 would 
- certain minor matters which have been referred to the Attorney General’s 
mmittee on the Securities Act in Ontario, the Kimber Committee. The princi- 
al one would be the disclosure of sales which, in our opinion, is a most desir- 
able feature for the Companies Act. We do not think it would place any hard- 
ship on any company to disclose sales, but if a hardship should be created then 
we do propose a reference to the Chief Justice of the province. However, from 
reading the proceedings which have gone on before you in the last few weeks 
e appreciate that maybe the Chief Justice of Ontario is too restrictive an 
ndividual to place this responsibility on, and I think the suggestion has been 


meet with our approval. 

| Senator BURCHILL: Is that section 34 you are talking about? 
Mr. HUTCHISON: Yes, section 34. 

Senator BEAUBIEN (Bedford): Of Bill S-22? 

Mr. HUTCHISON: Yes, section 34 of Bill S-22. 

Mr. KEEPING: Page 21, Mr. Chairman. 

The CHAIRMAN: Section 34 starts at the bottom of page 19, 


msection 117(1) (a). 


_ Senator BourrarD: Do you not think there is a feeling that divulging 
nformation might give an unfair advantage to competitiors? Do you not think 

she disclosure of sales, purchases and prices, and so forth, might be quite harm- 
ul to some companies if they were made to competitors in the same field? 


Mr. HUTCHISON: We feel that very few companies would be hurt. It has 
ecome almost universal practice in the United States and now meets with no 


0 disclose by reference to the Chief Justice, and I understand the suggestion 
as now been made before you that this should be a judge of the Supreme Court. 


The CHAIRMAN: Mr. Dorfman, who was here making a presentation on 


while . .. it is desirable that a statement present fairly the results of 
a company’s operations, in the case of a private company all these de- 
tailed requirements may be unduly burdensome, unnecessary and not 
desired by small private companies owned by one or a few shareholders. 
It is, therefore, submitted that the bill be amended by adding a provision 
similar to the following which has been included in the bill to amend 
the Manitoba Companies Act. These provisions were also made applicable 
to private companies, ... 


. .. This subsection provides: 


, With the consent in writing of all shareholders, 
—it must be unanimous— 
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( lows after the other. You said the act was outmoded and that makes me 


made it should be to a judge of the Superior Court, which would certainly — 


Mr. Hutcuison: I think the reference to sales is at the bottom of page 21, 


pposition there. However, we do recommend there should be permission not © 


ehalf of the Canadian Bar Association, dealt with this matter, and said: 
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—a private company may dispense with the requirements under.. os 

—these sections. 4 
He said that in relation to small companies let the shareholders decide, — 
why go to the expense of making a presentation and arguing the matter before | 
a judge? 
There was a suggestion made that in public companies a judge of the © 
Superior Court, at the instance of shareholders representing at least 10 per cent — 
of the outstanding shares of the company, should look into the matter. I think ~ 
that is the basis of the statement that was made to us earlier. 


Senator THORVALDSON: Might I ask whether the representative of the Cana- — 
dian Bar Association made any representation in regard to the fact this must be ~ 
presented to the Chief Justice or Acting Chief Justice rather than any judge © 
of the court? It seems to me it is unduly restrictive, because there is no reason — 
why a Chief Justice or an Acting Chief Justice, in my judgment, can look after ~ 
a matter of this kind any better than judge of his court. 

The CHAIRMAN: I think Mr. Hutchison’s point is a good one. 

Senator THORVALDSON: Yes, I think so too. 4 

The CHAIRMAN: Why restrict yourself to the Chief Justice of the province? © 
I think it should be at the instance of a reasonable percentage of the share- © 
holders, because you are disclosing, maybe, very valuable information of the © 
company to its competitors. Of course, if they all have to disclose, I suppose ~— 
they are not at any individual disadvantage. 

Senator BuRCHILL: How does it work out down in the United States? Do © 
they go ahead and disclose all their sales? . 


Mr. HuTCHISON: I would say all public companies are disclosing their sales — 
now. Private companies are probably disclosing sales anyway because their — 
statements are not publicly circulated. 

Senator BOUFFARD: Who is going to benefit from that information? 


Mr. HutTcHIson: The shareholders, probably. It is probably the most — 
valuable and important piece of information on which to judge a company’s © 
progress. 

Senator BOUFFARD: Why would it not be left to the shareholders to decide — 
what kind of information the company gives, if it is for their own benefit? 


The CHAIRMAN: Do you mean a majority vote? 


Senator BourrarD: Yes. We might put in a certain percentage, and it — 
might be even more than a mere majority. If the shareholders are going to 
benefit most because of the disclosure of this information, it seems to me we © 
should leave the shareholders to decide, either a majority of two-thirds, or even — 
more, if you wish to. But it seems to me it is the shareholders who should decide. — 


Senator LEONARD: It is the minority that is likely to need the information ~ 
rather than the majority. 


Mr. HutTcHISON: I think even a sizeable minority might have considerable — 
difficulty in getting the information they want. If you set a figure of, say, 10 — 
per cent being required I think it would be very difficult in many companies © 
to round up 10 per cent of the shareholders to support the requirement for the © 
disclosure of sales. 4 


The CHAIRMAN: I suppose if I were in a competitor’s company my sales ) 
would be disclosed too. I do not know that it should be a problem for the © 
shareholders to decide, whatever might be an acceptable number of them. 


Mr. Hutcuison: I have a feeling that the Canadian Bar Association, when — 
they were speaking to that 90 per cent requirement, were speaking to the 
private company disclosure, whereas the one I was speaking to at the moment 


of full disclosure. However, later on, at page 36 in the committee report Mr. 
Dorfman said: 


- The CHAIRMAN: They were addressing themselves in that to the question 


ig May I just suggest the application must only be made according to 
¢ the wording, to the Chief Justice or Acting Chief Justice, and no power 
a of delegation by the Chief Justice is even present in this bill. It is 


x submitted that if this subsection is to be retained it should be amended 


to provide that the application may be made to any judge of the Superior 
Court of that province. 


ie Mr. HUTCHISON: We would fully support that. We put the words “Chief 
_ Justice” in the recommendations we made because we followed the wording 
_in the old federal Companies Act with respect to the court order. 

‘ The CHAIRMAN: He said: 


It is further submitted that the requirement in the proposed new 
section 117(1)(a) that statements show the amount of sale or gross 
revenue derived from the operations may adversely or unfairly affect 
those companies which deal in one product only, since competitors selling 
diversified products would only be required to disclose the total sales 
of all their products and not of each product. 


se Mr. Hutcuison: My own feeling would be that informed management 
really knows the sales of its competitors. There are so many ways to make a 
very informed guess as to what your competitors’ sales are I doubt if this is 
Tevealing very much to the management of another company; but giving the 
figure of sales will give the ordinary shareholder of the company a very good 
indication of the progress of the business in which he is a shareholder. 


oi Senator BOUFFARD: Don’t you have the feeling in many cases some compe- 
titive company will buy shares to get that information? 
3 


= Mr. HuTcuison: If it is a public company the statements are probably 
published by the Financial Post anyway. If it is a private company I do not 
think that he could buy the shares without seeking out some individual share- 
holders. 


h 
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; Senator BOUFFARD: I mean in a public company, of course. 


Mr. KEEPING: The financial statements are public. You do not have to 
obtain shares in a company to obtain that information. Any investment house 
will give you the financial statement of any public company. 


Senator BOUFFARD: That would be so in the case where the shareholders 
would have that statement. A few shares would be purchased by a competitive 
company to get that information. 

: Senator LEonaRD: What is the provision in the Ontario act dealing with the | 
disclosure of sales? 


o Mr. HuTcHIson: There is no provision at the moment. The provincial 
‘secretary has referred the matter to the Kimber Committee on the Securities 
Act within the last six months on the grounds no changes in the financial 
Tequirements should be included in the Ontario Corporations Act until this. 


committee has reported. 

Senator McCuTcHEon: How many companies are disclosing sales? It is 
increasing year after year. 

f Mr. HUTCHISON: It is increasing rapidly year by year. I would say the more 


fx 


progressive and more efficient and profitable companies are all disclosing sales. 
-21041—23 
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It seems to us it is the companies nie have something eo hide who ae not 
want to disclose sales. ‘e 
_. Senator BourrarD: Do you not have the feeling that as long as there is 
not uniform company law for all Canada they might decide it is better to 
incorporate in the provincial field rather than the federal field? “ 
Mr. Hurcuison: I cannot say what Ontario will do with this proposed dis- 
closure of sales, but it is certainly before the province of Ontario government | 
authorities for consideration and they are giving it serious consideration. Mani-_ ] 
toba has it under consideration. I think the bill has not been yet finally enacted 
in Manitoba. 
Senator McCUTCHEON: What is the position of the Toronto Stock Exchange | 4 
on this? a 
Mr. Hutcutson: They are doing everything possible to encourage com- — 
panies to disclose sales, but I do not think they would delist a company for — 
not doing so. 4 
Senator McCutTcHEON: But they are making an active attempt to urge 
companies to do that? 
Mr. HutTcHISON: Yes, very active. ‘ 
Senator McCuTcHEon: And if you are subject to the provisions of the 
S.E.C., as some companies are, then you must disclose. | 
Mr. Hutcuison: Yes, you must disclose. | 
Senator BURCHILL: Have there been any representations from the Cana- 
dian Chamber of Commerce or the Canadian Manufacturers’ Association? . 
The CHAIRMAN: The Canadian Manufacturers’ Association are here this 
morning. a 
Senator BURCHILL: I would like to hear from some of the companies as 
to how they feel about it. 
Senator Cook: You had to go back to the court each year? 
Mr. Hutrcuison: You had to go back to the court each year if you did 
not want to disclose your sales. t 
The CHAIRMAN: It strikes me that if you were going to incorporate that 
provision requiring the authority of some judge, surely you would not have | 
to do it each year? If there is a direction that you do it, then the only right 
thereafter is that of an application to the court if you wanted to change. 
Mr. Hutcurison: I think our thought was that if you get permission from | 
the court for a year then this might carry on indefinitely, and maybe you~ 
should be required to go back to the court to prove the case for not disclosing 
sales. 
The CHAIRMAN: Is there any other submission? i: 
Mr. Hutcuison: Yes, I would like to speak to the provision with respect 
to company disclosure. We feel strongly that the private companies should 
disclose the same information as public companies. In many instances they 
minority shareholder in a private company is in a far more difficult position 
than the minority shareholder in a public company. At least, in a public 
company he has some opportunity to sell his shares. In a private company 
he frequently does not. . 
The CHAIRMAN: The opposite side of the coin is that you certainly must 
want to get into a private company very badly because getting into a private 
company is not a simply procedure. Is not that right? , 
Mr. HUTCHISON: Yes, that is right. 
Senator MoLson: You may find yourself a shareholder of a private com- 
pany by reason of inheritance, or some other such circumstance. ¥ 
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Senator McCurcHeon: Or, having got in the situation may change. : 
_ Mr. Hutcuison: The private company is very often a borrower, and this 

d of information is very often provided to banks and financial houses. We 
onsider that the same kind of information that a public company puts into 
ts statements should be contained in the statements of private companies. 


_ The CHarrman: If a bank was contemplating a loan to a private company 


and the balance sheet did not disclose all the information it wanted then it _ 


would ask for it, or it would not make the loan. 
. Mr. HutcHIson: Sometimes I think they do not want to ask for it, Mr. 
Chairman. 


_ The CHAIRMAN: Well, if their accountants cannot tell them then they 
should talk to their lawyer. 


Mr. HUTCHISON: We have had this provision in the Ontario Corporations 
Act ever since 1954, and I do not think any public accountant or auditor has 
found it at all burdensome. We have not heard individual businesses complain 
it is a burdensome requirement. 

Actually, in our institute we have published a number of policies on the 
subject of accounting disclosure, and one of them requires disclosure in 
financial statements on terms which are almost identical to the requirements 
In Bill S-22, and any good auditor should see that the disclosure in any set 
of statements meets the requirements of Bill S-22. What you are really doing 


is providing legal authority for the protection which we think a shareholder 
should have. 


| The CHAIRMAN: We have noted that. Are there some other submissions 
you would like to make, Mr. Hutchison? 


Mr. HuTcHIsoN: We would like to suggest that section 119(1)(j) and (k) 
n page 24—in the third line it says: “the basis of valuation, whether cost or 
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date preceding by twenty years...”, and we consider that that might go 
back three years. The present federal act goes back three years. If that is 
done you would then have a consistent flow following from the present act. 
| The CHAIRMAN: What do you suggest is involved in any change there? 

Mr. HUTCHISON: Could you make it “made since 1960”? 

The CHAIRMAN: Yes? 

Mr. Hutcutson: In section 124(6) on page 35—I think this is a mistake 
on our part in producing some wording. I am referring to the first line. We 


think that ‘not more than ten days” should be changed to “not less than seven 
days”. 


The CHAIRMAN: Where is that on page 35? 


hink it should read: 


A company, upon receipt, not less than seven days before a meeting 
of shareholders— 


What we are trying to do is to make sure that if the auditor is being changed 
he at least has an opportunity of telling the shareholders his reasons for feeling 
that he should not be changed. 


The CHAIRMAN: Very well. 


. Mr. HUTCHISON: There is one remaining thing, and one upon which we feel 
_ Strongly although I realize it is something upon which we cannot really make 
_ recommendations. I am referring to section 37 dealing with amalgamations. 
We gather from reading the proceedings— 


Senator BOUFFARD: What is the page? 


otherwise, if valued on the basis of an appraisal made since 1963 or since the — 


Mr. HutTcuison: It is on page 35, in the first line of subsection (6). We 
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The CHAIRMAN: It is at the top of page 37. It is clause 37 and the new 
section 128a under the heading of “Amalgamation”. a 

Mr. Hutcuison: We think this may involve constitutional issues from — 
having read over your prior proceedings, but it seems to me that it should be 
possible to make an amalgamation between a provincially incorporated com-— 
pany and a federally incorporated company. If this is not so then you put all 
the federally incorporated companies into a strait jacket. 


Senator BourFrarD: Do you think we can decide that ourselves? The prov- 
inces would have something to say with respect to that. 4 
The CHAIRMAN: They may not have. I have been looking at the Ontario — 
provisions, and it may be possible to provide the machinery. , 


Senator LEonaRD: Undoubtedly it is possible because there have been cases. — 
As long as the Ontario act provides power for an Ontario company to amalgamate — 
then all we need to do is to give that same power to a dominion company. 
The CHAIRMAN: Yes, to provide the other half of that combination. 
Mr. Hutcuison: The Ontario Corporations Act, I think, does so now provide, - 
and I think the Manitoba Act will so provide. 7 
Senator BouFFARD: In Quebec we have to go before the two Parliaments, — 
federal and provincial. 
Senator THoRVALDSON: I take it that this matter has not been dealt with — 
at all in Bill S-22? 1 
The CHAIRMAN: Yes. What I thought our procedure should be is that after — 
we have heard all these witnesses we will go back to Mr. Lesage and say with — 
respect to each section: ‘“Here is what is proposed as against what is in the bill, - 
and here is something that is proposed which is not in the bill. Could we have 
your comment on it?” We could ask him whether it is suitable and whether it 
would carry out the intentions so far as policy is concerned. I agree that — 
amalgamation is something we should look at. 
Senator THORVALDSON: I take it that that is your recommendation, that we 
look at this? 


Mr. HutTcHISON: Yes, very strongly. It would be of genuine benefit to the - 
economy that amalgamation between corporations that are under different — 
jurisdictions be allowed. 

Senator BURCHILL: That point is noted in your brief, is it not? ' 

Mr. HutcHison: Yes, it is. I think all the other points are covered in our 
brief, Mr. Chairman. q 

The CHAIRMAN: That is your submission? 

Mr. HuTcHISON: Yes, Mr. Chairman. 

The CHAIRMAN: Thank you very much. 

Senator KINLEY: May I make a remark, Mr. Chairman? 

The CHAIRMAN: Yes, certainly. 

Senator KINLEY: With respect to the matter of shipping C.O.D. I would 
point out that that is a last resort. You would never do much business if you 
had to go on that principle. 

The CHAIRMAN: Of course, you would not lose any money on bad debts. 


Senator KINLEY: I have asked for disclosure in the same way as the 
securities commission has asked for it. I have asked for disclosure from people 
who take mortgages and who place liens so that we have the information 
before we start. What manufacturer would fabricate goods under a plan or. 
design which obliged him to ship C.O.D. You cannot do it. You would be left 
with the goods on your hands, and no money. That happens all the time. C.O.D. 
is no good for that. It is simply a case of where you do not want anything to 
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lo with them, but if that is the only safeguard a subcontractor has then he 
s in a very poor position. I just want that on the record. 

1 Senator LEonaRD: Has Mr. Hutchison finished what he wanted to say 
with respect to the amalgamation section? 

rg The CHAIRMAN: Yes, he has finished his presentation. 

Senator LEONARD: He has no quarrel with the wording of the section? 

Mr. HuTcHISON: No. 


. The CHAIRMAN: There is one question I would like to ask. I notice that 
_ this section devises the same procedure of sanctioning and for a review on the 
a merits in the court after the amalgamation has been agreed upon and signed. 

_ It strikes me that the compromise section in the Companies Act where share- 
_ holders are asked to re-write the conditions governing their shares is a matter 
- of such importance that it is quite proper that any shareholder who is not 
satisfied with that should be able to go to the court afterwards to raise a 
‘question on the merits. But, I do not see the same elements involved in an 
- amalgamation, and yet you have exactly the same procedure. You have a review 
on the merits afterwards. I do not think it is necessary. 


Mr. HutcHison: I do not think, Mr. Chairman, we gave great consideration 
to this point. We were merely thinking of the mechanics of putting the two 
companies together. 

Senator LEONARD: So you still have an open mind? 

The CHAIRMAN: Your mind is still open on that point? 

Mr. HUTCHISON: I would say we never gave particular consideration to it. 


i. Senator LEONARD: What about clause 36 which adds section 125A to the 
act? Have you no comment on that section? 


i The CHAIRMAN: They have some comment on it in their brief. 

| Mr. HUTCHISON: We have a comment on it in the brief. I did not partic- 

_ ularly comment on it at this time because really we think it is a matter that 

- concerns the legal profession more than it does the accounting profession. 

Senator BOUFFARD: Is there anything in the act that obliges a company to 

divulge what it has paid its lawyers in the course of the year? Is there anything 

in the act that requires that? 

= Mr. HuTcHISON: There was a requirement in the old federal act for the 

disclosure of legal fees. That requirement is not in bill S-22. Of course, 

companies are paying other fees such as management consultant fees and 

- auditors’ fees. 

Senator McCuTcHEON: The next step would be to require disclosure of the 

- auditor’s fees. 

, Mr. HUTCHISON: Unfortunately, they have such a provision in the United 

_ Kingdom. 

ee Senator THORVALDSON: May I ask one question with reference to section 

125A? Is there any similar provision in the provincial companies acts? 

: The CHAIRMAN: No. At a previous meeting I indicated that this provision 

is taken from the Companies Information Act of Ontario. I must say frankly 
that I do not claim any virtue in my discovering it. I was shocked firstly at 
_ the provision and, secondly, at the fact that I had not noticed it there before. 


wf Senator THORVALDSON: I was wondering what the reason for this was, 
and whether any representations with respect to it had been made. 


: The CHAIRMAN: We can get that from Mr. Lesage when we make a full 
Teview of the bill. 


Shall we hear the next witness until the Minister can attend with respect 
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to the bill amending the National Defence Act? 
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Hon. SENATORS: Agreed. | CHk ale Mog ie a 

The CHAIRMAN: We have now before us representatives of the Canadian 
Manufacturers’ Association. Mr. Bruce is the secretary of Canadian Westing- 
house Company Limited of Hamilton, and he is chairman of the C.M.A. Legisla-_ 
tion Committee. He will make the introductions and I think then that Mr. | 
Hemens, who is the general counsel of Du Pont of Canada Limited and the — 
chairman of the C.M.A. subcommittee on the Companies Act will carry the — 
main burden of the presentation. ¥ 


Mr. D. I. W. Bruce, Chairman, C.M.A. Legislation Committee: Mr, Chairman > 
and honourable senators, we appreciate very much this opportunity of — 
meeting with you. As indicated by the chairman I have with me Mr. H. J@ 
Hemens who is the General Counsel of Du Pont of Canada Limited; Mr. W. Ha 
Flynn who is the Ontario General Manager of Canadian Industries Limited; 
Mr. J. E. Hughes, the General Counsel of Shell Canada Limited. From the > 
C. M. A. staff we have Mr. H. S. Shurtleff, who is the manager of the C.M.A. q 
Legislation Department, and Mr. C. Willis George, our Ottawa representative. © 

Mr. Hemens headed the subcommittee which worked on this bill. Perhaps | 
I should say that he spearheaded it. Therefore, with your permission, I would — 
like to turn over the reading of our brief, which I understand has been given 
to you in advance, to him. If you have any questions I shall ask him to refer 
them to whoever he feels is the most appropriate person to answer them. q 

The CHAIRMAN: Before Mr. Hemens takes over I would point out that if 
this brief is read into the proceedings it will come in in the order of the | 
presentation of the evidence. Does that meet with the committee’s wishes, or 
shall we print it as an appendix to today’s proceedings? 

Senator KINLEY: Print it. 

The CHAIRMAN: Shall it be printed as an appendix? 

Hon. SENATORS: Agreed. | 

The CHAIRMAN: We have no objection to Mr. Hemens’ reading the brief, 
but I wonder if he would prefer, because the brief is to be part of today’s 
proceedings, to make comments on the various sections rather than reading 
the brief as a whole. Would you care to make comment on the various sections — 
rather than just read the brief? Would you care to follow that procedure? 
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Mr. H. J. Hemens, Q.C., General Counsel, Du Pont of Canada Ltd., Montreal, 
and Chairman, C.M.A. Subcommittee on Companies Act: Mr. Chairman, honour-_ 
able senators, I think I would like to start informally by expressing our com- 
mendation of the Senate for its initiative in attempting to modernize our 
Companies Act. F 

Dealing with the brief in particular we have referred first of all to sec- 
tion 52 of the bill, and our arguments and representations are substantially the 
same as those which have been made by the Canadian Bar Association. Essen- 
tially we believe that the proposed remedy is rather drastic in the circum- 
stances, and would have a tendency to penalize the shareholders rather than 
to penalize those who are responsible for the failures described in subsections 
d, e and f on page 3. q 

With particular respect to subsection d, that is the failure for two or mor 
consecutive years to hold a meeting of the shareholders, there is one adequate 
remedy available under the Companies Act for shareholders who feel that an 
annual meeting should be convened. Sections 100 and 101 of the Companies Act 
give that opportunity. 

We suggest also in connection with subsection 5 of the same section which 
appears on page 3 of the bill, that there seems to be little justification for 
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Lae but probably on the part of the officers. As an officer I ao not propose 
that the costs should be assessed on the officers either. 


-_ Senator THORVALDSON: What section is that? 
Mr. HEMENS: Subsection 5. 
The CHAIRMAN: Page 3, subsection 5 of the bill. 


ee Mr. HEMENS: With respect to section 7 of the bill, we take the same 
- position and it is identical with that of the Canadian Bar Association. With 
_ respect to section 8 of the bill which amends section 10 of the act we would 
suggest respectfully that wherever “letters patent” is mentioned that the words 


same. 

a . The CHarrMaAN: Is there anything in the definition section which says any- 

thing about that? 

Mr. HEMENS: No; furthermore in two sections of the existing act, sections 2 

and 4, reference was made to the letters patent and to supplementary letters 

- patent. : 

_ The CHAIRMAN: The ordinary way would be to say letters patent were to 
be included. But there are specific provisions elsewhere in the act dealing with 

supplementary letters and not with letters patent. 


x .. Mr. HEMENS: We are concerned with section 9 of the bill which seems to 
be very simple. With your permission I would like to read our particular repre- 
sentation on that: 


Section 5 of the Companies Act which is amended by section 5 (1) 
of the bill makes it clear that a company comes into existence solely as a 
result of the grant of a charter. The proposed new section 11 of the Act 
set out in section 9 of the bill establishes the date of incorporation. Since 


existence, doubts have arisen as to whether or not acts done by a 
proposed Board of Directors after the date fixed by the Companies Branch 
as the date which the letters patent shall bear, but before the actual 
issue of such letters patent, are, notwithstanding the wording in section 
11, valid. It is respectfully submitted that the proposed section 11 of the 
Act should be amended to provide such validity. 


ie What concerns us there is that an application is made for letters patent, 
a and the company’s branch agrees that they will issue them, and in the mean- 
_ time the proposed directors meet and take certain actions. However the charter 
has not yet been granted and there is some doubt as to the validity of those © 
actions despite the wording of the proposed section 11 as it now stands. ' 


ae 4 ; Mpa! | 
i ; The CHaIRMAN: Are you making the point that the charter is granted © 
only when the piece of paper containing the letters patent is handed to you? 
Mr. HEMENS: Substantially that, sir. Section 5 says that the Secretary of 
_ State may grant a charter. Therefore it is the grant of the charter which con- 
stitutes the company. 


Senator BOUFFARD: In a recent case in the Supreme Court of Canada they 
have decided that the date of letters patent is supposed to be the date of 
incorporation, although the letters are issued many weeks after. They have 
- declared that all acts of the company during that time shall be valid. 


i Mr. HEMENS: I accept your view on that, senator. I recall the case, but I 
_ don’t recall the Supreme Court establishing the validity of the interim acts. 


“or supplementary letters patent” might well be added. The purpose is the sets 


it is the actual grant of the charter which brings the company into 
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Senator BouFFARD: That was done in a judgment about two months ago. - 
There was an option that was declared valid although the man had no shares ~ 
for which he could deal because letters patent had not been issued at the time. — 

The CHAIRMAN: There are occasions on which the particulars and all 
material have been provided and cleared. The Secretary of State has said that 
everything is in order and that letters patent will be issued as of a certain 
date and that the company can start doing business as of that particular date. 


Senator BouFFARD: It was quite a hardship on the man in the case I have 
mentioned at that time because he had an option which expired on the Ist of 
October, and he didn’t have letters patent. That was the effect at that particular 
time. 


Senator LEONARD: Is Mr. Hemens suggesting that this new section in the 
bill makes any change from the previous section it replaces? It seems to me 
they mean exactly the same thing. The wording endeavours to make the mean- 
ing clearer. My view is that the meaning is exactly the same. 


The CHAIRMAN: When does a grant of letters patent take place? Does it 
take place when the Secretary of State says the material is in order? 


Senator LEONARD: I think one should look at the date of the letters patent. 


Senator BOUFFARD: But if it is, for example, dated on the 21st of October, 
it is antedated to the 21st of September, and all acts done in between are valid. 


The CHAIRMAN: I am not too sure about the term ‘“‘antedating”. If on the 
21st of September the Secretary of State says “I am granting you letters patent, 
but the piece of paper will not be issued for one month,” do the letters patent 
not apply from the date on which he says this? 


Senator BOUFFARD: But in the meantime you cannot receive the shares you 
are promised, and you cannot deal with them. The letters patent are not issued 
yet. 


The CHAIRMAN: That raises another question. 


Senator THORVALDSON: I wonder if the witness could quote any abuses that 
there have been in respect of this. I wonder if he could give any instances 
where the Secretary of State gave a date after which one could operate and 
start work on the company. Are there any abuses that the witness has in mind 
resulting from present practice? The chairman indicated that the actual getting 
out of the letters patent is a matter of routine administrative work. It is a 
matter of whether the Secretary of State is in Ottawa or is out of Ottawa for, 
say, a week. I have always thought that the practice in the past has been to 
give a date, and that it has been a useful one. 


Mr. Hemens: I don’t know of any such. We have had the opportunity of 
discussing the precise meaning of this section with other legal counsel who 
have expressed doubts as to the validity of interim acts, notwithstanding the 
Supreme Court judgment. We thought of ways of wording this so that it would 
mean greater clarification. 


Senator HUGESSEN: I very much doubt if we could devise a satisfactory 
wording to cover that. I think we should leave it as it is. 


Mr. HEMENS: We did attempt to devise a wording but then considered that 
the Government drafting counsel could probably do it better than we could. 


The CHAIRMAN: In accordance with the announcement I made at the begin- 
ning of our sitting this morning that we were going to break off at 11 or as close 
to 11 as possible, I now suggest that we do so. The Minister of National Defence 
is here now, as is Brigadier General Lawson, and I think we should break 
off and go ahead with the amendments to the National Defence Act. Having 
done that we can come back to the witness, Mr. Hemens, afterwards. 
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(Upon returning to consideration of Bill S-22, to amend the Com- 
panies Act.) 


. The CHAIRMAN: Senators, we will now resume with Mr. Hemens. We had 
got to section 10 of the bill. Is that right? 


i Mr. HEMENS: That is right, sir. I propose to pass over section 10 without 
saying more than what we have in the brief. 

With respect to section 13—because I think we are the only ones who raise 

this point—I would like to draw attention to the fact that it can be clarified by 

- simply adding the word “holding” before the word “‘company” in the fourth line. 


e The CHAIRMAN: This is on page 10? 
‘ Mr. HEMENS: Yes, page 10, subsection (2) in the fourth line. We think such 
an amendment would avoid any possible ambiguity. 


The CHAIRMAN: So that the phrase is “shares of a holding company’? 
Mr. HEMENS: Yes. 

The CHAIRMAN: That is what is intended, is it not? 

Mr. HEMENS: Yes, I believe that is what is intended. 

Senator McCuTcHEON: What is the suggestion, Mr. Chairman? 


The CHAIRMAN: It is simply to put the word “holding” before the word 
“company” in the fourth line of subsection (2). It makes it clear. 


Mr. HEMENS: With respect to section 17 of the bill which appears on page 
13 we substantially support the position of the Canadian Bar Association. This is 
the proposal to allow a summary of the preferences, rights et cetera to be 
_attached rather than having a complete reproduction of those preferences, rights, 
et cetera together with a statement that the full wording of the preferences, 
_ frights, et cetera is available on request. 
3 Some of these preferences, rights, conditions, restrictions, et cetera are 
_ beginning to appear in rather voluminous form, and it may well be quite im- 
_ practicable to follow the provisions of this new subsection. 


The CHAIRMAN: The Canadian Bar Association’s position is similar to yours. 
A reference will be found to this in what Mr. Dorfman said at page 33 of Volume 
No. 2 of our Proceedings. 


a Senator THORVALDSON: There is no reference to summarizing there. 
The CHAIRMAN: The Canadian Bar Association’s submission was: 


is This clause is intended, presumably, to insure that a holder of a share 

a receives full information as to the rights and conditions attached to such 

; a share. It is recognized that it is often difficult to properly summarize 
lengthy and involved rights and conditions. Any prejudice caused by a 
material omission would give rise to a claim. 

Furthermore, the practice is now developing of printing certificates 
in both French and English. In every case the share certificate would 
have to be of an impractical size to set out in full all rights and conditions, 
and would make obsolete expensive machinery and equipment in which 
transfer companies have invested to issue and transfer share certificates. 
The authority to attach a writing permanently to the share certificate 
would, therefore, be helpful if practical. 


That is the submission of the Canadian Bar Association. 
I think it has been the experience of those members of the committee who 
are lawyers, and of those who invest in shares, that you tend to get such a 
lengthy list of preferences, rights, conditions, et cetera on the certificate that 
_ in the end you keep on reducing the printing by means of photography, and 
in the end you really have to supply a magnifying glass to the purchaser of the 


i share in order that he can read it. 
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Senator THORVALDSON: Has no one recommended that a summary of the © 
conditions be allowed, with a statement to the effect that if anybody wants the | 
full wording of the conditions he can see the letters patent of the company? a 
Would not that be a practical and sensible suggestion? 

Mr. HeMENS: This is what we are recommending, sir. 

The CHAIRMAN: Yes, ordinarily on the initial offering of shares you deliver | 
to prospectus to the buyer, and if he reads that prospectus he will find all the , 
conditions set out in full. For those who buy shares afterwards I presume that as © 
long as there is a place of reference where he can feel the conditions that ~ 
should be enough. ; 4 

Senator HuGESSEN: I would go further than Senator Thorvaldson. I think | 
there should be a summary with the statement that if the shareholder wishes | 
to have the complete provisions the company will send him a copy of the by-law. 


Senator THORVALDSON: Yes. I will agree to anything that eliminates the 
necessity of printing those voluminous conditions. 


The CHAIRMAN: I think that if what you put on the certificate alerts the 
person who reads it that there are conditions that are not fully set out then that © 
would cover it. . 


Senator McCuTcHEoNn: It should mention the fact that there are not only © 
conditions but there are preferences, rights, et cetera. If that was not men- — 
tioned then I think the summary could be attacked. 


The CHAIRMAN: Yes, it could cause trouble. 
Senator THORVALDSON: I did not hear what was said. 


Senator McCutTcHrEon: A summary is very dangerous because people : 
might come to reply on the summary and that might cause difficulty. 


The CHAIRMAN: This presents all kinds of problems. I would think that 
if there were a notice on the back of the certificate that there are conditions 
attached to the share, and a copy of them is available on request from the © 
company or the transfer agent, then that might be sufficient. The request q 
could be addressed to the company or to the transfer agent. Would you ap- — 
prove of something of that character? 


Mr. HemMeENs: I think so. That is essentially our proposal. 
The CHAIRMAN: We now go on to section 19 of the bill. 


Mr. HEMENS: With respect to section 19 of the bill, which is found at © 
page 14, we submit that the proposed subsection (5) of amended section 48 | 
of the act has the effect of placing the power of veto in the hands of a single © 
shareholder. In all circumstances it would appear that minority shareholders — 
are adequately protected by the provisions of the proposed subsection (4). | 

We point out the possibility of ambiguity as between subsection (4) and | 
subsection (5). Under subsection (4) you must have sanction by at least two- — 
thirds of the votes cast at a special general meeting of the shareholders. Under — 
subsection (5), where the holders of any class of shares would be affected by — 
a by-law under subsection (2), you must, in effect, have unanimous approval. | 
It is suggested that there is the possibility of ambiguity there. 


The CHAIRMAN: As I understand the procedure, if you are going to change 
the rights attaching to any class of shares, or to any of the classes of shares, q 
then under the law you have to have meetings of those classes of shareholders — 
in order to have such a compromise, and a certain percentage of those present — 
have to vote in favour of it. When that has been done why do you have to — 
go back and obtain the unanimous approval of all holders of the classes affected? © 


Mr. HEMENS: We believe, sir, to give you an illustration, that where you 1 
have class A, class B and class C shares and you want, for example, to double © 
the votes of the class A shares, you would fall under subsection (4). But, since ~ 


teal peenert in the eer I gave the class A shareholders ui be 
affected by a by-law. Consequently, we feel that there is some possibility of 


\ mbiguity as between subsection (4) and subsection (5). In addition, of course, 
i in most public companies the requirement of unanimous approval is quite 


Ber ater HUGESSEN: Mr. Hemens, it rather strikes me the other way. To- 
a day, if you want to affect the rights of one or more classes of shares, you 
A could not do it by by-law. You would have to proceed by way of compromise 
or arrangement. 

; Mr. HEMENS: That is right. 


: . Senator HUGESSEN: Does not this provision widen that? 


= satan 


Mr. HEMENS: I agree with you, but in respect to making terms or arrange- 


4 ments you do not require unanimous approval. 
q 


P: Senator HUGESSEN: Exactly. That is the very point. If a shareholder objects - 
a then he has the right under the terms or arrangements provision to go to the 


court and state his objection. 


a 
a The CHAIRMAN: Yes, the matter is reviewed on the merits when you go 
: to the court. 


Senator HUGESSEN: This provision makes it possible to avoid that situation 


4 if you can get the unanimous consent of all the shareholders of the class. 
4 


affected. I think it is a valuable thing. 

Mr. HEMENS: On the other hand you do have the practical situation. I can 
: recall one situation where the holder of a single preferred share died intestate. 
_ The ownership of that share was being contested by one state of the United! 
_ States, and a province of Canada. How could we hope to get approval of that 
f shareholder when we did not know who he was? 


Senator HUGESSEN: The answer to that would be to go through the com- 
promise and arrangement precedure. 


_ Mr. HEMENS: I am afraid you are right, and I wonder if that is the intent 
of the legislation. 

Senator HUGESSEN: You are affecting the rights of shareholders. 

The CHAIRMAN: This it not new. The only purpose is to effect ae in 


ty 


capital. It ae in subsection 2: 


No such by-law shall take effect until it is sanctioned by at least 
two-thirds of the votes of the holders of each class of shares thereby 
dealt with, cast at ‘a special general meeting of shareholders called for 
the purpose. 


; What is new in here would appear to be this requirement of unanimous 
approval of the shareholders when the procedures presently in the act have 
4 been followed. Then you must go and get unanimous approval. | 
Senator McCuTcHEON: Why should you have to do that? Why could it not 
__ be two-thirds or three-quarters? 
fie The CHAIRMAN: Because if you take the alternative route the eetite 
permits the shareholder to have one further protection. He could go to the 
: court and question the merits of the plan. 
a Senator McCurTcHEONn: It is just nullifying the section as I see it. Why have 
: the section at all? Why not go by compromise and arrangement? 
i The CHAIRMAN: It seems to me, as you say, that you can avoid the section 
by going by compromise and arrangement and by obtaining the unanimous 
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approval of the shareholders. I am wondering why it requires meetings of all 
classes of shareholders, and two-thirds of the vote, and then requires something ~ 
unanimous afterwards. 

Senator CooKx: In some cases you have to sell your shares on a 90 per cent 
vote. Why not have a 90 per cent vote to alter the rights instead of having it 
unanimous? 

The CHAIRMAN: I think the amendments need some looking into. May be 
the section itself requires looking into. The section as it stands is really a 
two-thirds section. That is to say the by-law must be sanctioned by a two- 
thirds vote. Then you get the supplementary letters patent. 

Senator Mouson: Perhaps it is raised as a nuisance value. 

The CHAIRMAN: It does increase the bargaining power of a shareholder. 
He can say that he will require these elaborate procedures to be invoked 
if he doesn’t get a good deal. 

Senator BOUFFARD: Do you think all shareholders must be present, or must 
it be a unanimous vote of those people who are in attendance? 

Mr. HemMens: I should point out we are not so concerned with dissident 
shareholders as we are with shareholders we cannot find. 

Senator Mo.son: Isn’t there an «or» between subparagraph (a) and 
subparagraph (b)? Should it not be read in there? You would not first get it 
in writing and then hold a meeting. 

Senator HUGESSEN: The «or» is between (b) and (c). 

Senator Mo.Lson: Isn’t it implied there? Should it not be (a) or (b) or (c)? 

The CHAIRMAN: The «or» comes between (b) and (c). 

(a) it has been unanimously approved in writting by the holders of 
all classes of shares affected; 

(b) it has been unanimously approved by all classes of shares affected, 
by vote cast at a special general meeting of the shareholders called 
for the purpose; or 

(c) it has been approved in the manner, and by the shareholders, 
specifically set out in the terms of the conditions... 

That would take some of the sting out of it. Where you have to produce a 
statement in writing signed by every shareholder or call a special general meet- 
ing of shareholders, and if you get the unanimous vote of those classes, it means 
the unanimous vote of those present. If you had an “or” after (a) that might 
doit: 

Senator McCutTcHEon: If that doesn’t do it, you could fall back on (c). 

The CHAIRMAN: We have seen the difficulty. Shall we move to the next 
point? 

Mr. HEMENS: With respect to section 5 of the bill on page 3 we support 
Mr. Graydon. 

The CHAIRMAN: Do you also support the chartered accountants? 

Mr. HEMENS: Yes. 

The CHAIRMAN: And the Canadian Bar Association? 

Mr. HEMENS: Yes, to the extent that they propose the incorporation of the 
Ontario proposal. 


The CHAIRMAN: Section 29 of the bill? 


Mr. HEMENS: With respect to section 29 of the bill, on page 17, again we 
substantially support the proposal of the Canadian Bar Association. 


The CHAIRMAN: There should be some way of getting the Ontario copy. 
Mr. HEMENS: We say in connection with section 29— 
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_ The CHaIRMAN: Yes, I was looking at 76(a). The material you have to 
_ file if your shareholders have been qualified by SEC, that, or a certified copy of 
_ the prospectus. There would be difficulty in getting a certified copy within a 
reasonable time, and maybe a photostatic copy as well. 

4 Mr. HEMENS: We suggest a sworn copy. 


_ The CHAIRMAN: We have noted that. This is a question of how to prove 
_ the existence of certain things. 
Mr. HEMENS: With respect to section 31 of the bill on page 18, again we 
_ support Mr. Graydon’s submission and essentially object to having a flexible 
number of directors. I believe that this is the case at the moment in British 
_ Columbia as well as in England. With respect to section 32 of the bill on page 
= 
: The CHAIRMAN: You say “a flexible number of directors.” When you incor- 

porate a company you set out who the first directors are going to be, and there 
must be at least three in number. Are you suggesting that thereafter that 
number be flexible at the will of the company? 
: Mr. HEMENS: There must be at least three in number, and not exceeding 
_ ten or twelve with the right to alter by by-law within those figures. 

| Senator McCutTcHEON: That is what the banks do. 

Senator HUGESSEN: I think in England the by-laws provide for a board of 
not less than seven, and not more than some other number. It all depends on 
_ how many directors the shareholders elect at the annual meeting. 
¥ The CHAIRMAN: I am trying to remember what is done in the banks. Is 
_ there not a resolution under the by-law by which they can extend the board 
of directors? 

Mr. HEMENS: That is essentially our proposal. With reference to section 
_ 32 of the bill on page 18 our real purpose here is to determine what is an 
_ officer of the company. So far as I know there is no definition of an officer of the 
company. It may well include assistant secretaries who are appointed purely 
for signing purposes, a controller, a public relations officer or any of these 
people. And since the requirement is that an officer of the company shall fur- 
nish to the secretary of the company a statement—unless we know what is an 
_ Officer we are going to have a problem. In our brief we have proposed the 
amendment “‘shall require a director of the company or any officer or any share- 
> holder controlling more than 10 per cent—’” 

y The CHAIRMAN: The section in the act, section 98, deals in this connection 
with a director of a public company. 

A Senator LEONARD: Is not the word “director” modified by “controlling more 
than 10 per cent’? 

Mr. Hemens: I don’t believe so, sir. 

The CHAIRMAN: It is a little ambiguous. 

Mr. HEMENS: Our real concern is with what is an officer. 


The CHAIRMAN: What is the difference between an officer and an official. I 
would have thought an assistant secretary would be an official. 
ra Senator KINLEY: Wouldn’t an officer be elected by the directors, and an 
Official appointed by the board? 
Senator Cook: It really applies to anybody employed by the company. 
_It would apply to a director or to anybody having knowledge of the company’s 
affairs. It could be a director or an employee of the company. 


Mr. Hemens: Many companies do appoint a number of assistant secretaries 
who are essentially appointed as signing officers. They may know nothing in 
fact about the affairs of the company, that is to say the more important and 
secret affairs of the company, whereas an assistant to the treasurer, who would 


oe 
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not normally be an officer, would have a great deal more Haier atiort and yet 
he is not required to make a disclosure. I understand we are concerned with 
disclosure in this paragraph. 

Senator HUGESSEN: Wouldn’t the person Bene an officer depen on the 
company’s by-law? The by-law would prescribe such persons. 

Mr. Hemens: It is covered by the words ‘‘or such others as the directors | 
may from time to time appoint.” : 

Senator HUGESSEN: I think there are other provisions in the Compe a 
Act dealing with officers. q 

Mr. Hemens: Section 90 of the present act is the section Ae with 
that and it leaves it pretty wide open. a 

Senator KINIry: What is the need for this section? a 

The CHAIRMAN: It has to do with the matter of disclosure. It may well be © 
that directors of a company who are in a position to learn about the affairs 4 
of the company and may profit by that information either by selling against — 
a contemplated market decline or by buying against a contemplated market ; 
increase by virtue of the position in which they are, and by virtue of the act, 
and the present section, directors are required to make disclosure once a year 
in relation to the previous 12 months. This requires a greater disclosure by a y 
greater number of people every 30 days. yy 

Senator KINLEY: With regard to the purchases of stock? 

The CHAIRMAN: Purchase and sales, yes. 4 

Senator KINLEY: I take it you would get people who had knowledge of 
the daily affairs of the company. 4 

The CHAIRMAN: In this you would get a director, an officer or a person © 
having more than 10 per cent of the shares. | 

Senator KINLEY: When you buy the shares the secretary posts it on the 
books. 

The CHAIRMAN: Most of these companies have transfer agents and the 
secretary might not know. 

Senator BuRCHILL: This include shareholders too ? 

The CHAIRMAN: Yes. 

Senator BuRCHILL: The Ontario act has that section in it? 

The CHAIRMAN: I don’t think so. 

Senator BURCHILL: This is new. ‘i 

The CHAIRMAN: Only to the extent that it adds to the burden already on — 
a director. It adds the burden to an officer of the company and to any share- — 
holder holding 10 per cent, and it makes it over 30 days in connection with © 
purchases and sales instead of annually. ' 

Senator BURCHILL: That is something new, is it not? 

The CHAIRMAN: That is right. We have the point, unless there is some 
more comment any senator wants to make. The next item? 

Mr. HemMeENs: In the same section, Mr. Chairman, we have again some slight . 
concern with the wording in connection with subsection 2. It says: q 


The directors shall present to the shareholders of the company... 


, 


I am not quite sure I know what “present”? means, whether it means q 
“sive” or “read” or “make available”. In the previous subsection, subsection 1, i 
the requirement is, ‘to make available’. We wonder whether it would not be ~ 
worth while to have subsection 2 read consistently with subsection 1 or, in the 
alternative, some word to replace “present” since “‘present” is a word of some-_ 
what doubtful meaning. 4 
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4 be? The CHAIRMAN: If you had consistent language it would be that you 
- “table” it at the end of the meeting of the shareholders and you say that it is 
Ss 


on the table. 
a Senator HuGESSEN: Would “submit” help? 

The CHAIRMAN: I would think that would involve more than simply filing 
re 

Senator HUGESSEN: The directors submit various financial statements. Could 
not they submit this statement in the same way? 


The CHAIRMAN: It means they would have to read it to the meeting. 
Senator McCuTcHEON: Put it on the table. 


The CHAIRMAN: Maybe we are quarrelling over words, but I am sure that 
“submit” has not a broader connotation than “make available’. 


Senator HUGESSEN: Why not use the wording of section 116 for the financial 
statement? Section 116 reads: 


The directors shall place before each annual meeting of share- 
holders, ... 


The CHAIRMAN: That focuses the question. The question is: are you going 

to require them to make it available to the meeting, in which event you table 

_ it; or are you going to place it before them, which means you must actually 
read it to them? 


Senator Bourrarp: Is not a report going to be made at every annual meet- 
ing? As long as a statement is tabled or filed, that is all. 


The CHAIRMAN: We have to decide which provision we want to incorporate. 
Do we want to say it is tabled and available to every shareholder to read, or 
that you must mouth-feed them by tablespoon the statement? 
i Senator McCutTcHeon: If it is going to be of any value you have to do 
- more than lay it on the table. 


i The CHAIRMAN: If it is going to be really valuable you have to do more 
than lay it on the table because just laying it on the table means that if you 

are curious you will have a look at it and if you are not you will not. 

The next section? 


7 Mr. HEMENS: With respect to section 34 of the bill, which starts on page 
- 19, I referred briefly to a number of proposals. Since the words “and accounting 
_ records” have been added to the words “proper books of the account”? we wonder 
_ whether we could not do without the words “books of account” and have 
_ simply "accounting records” which we understand to be what is happening 
_ more frequently today. 
We have also suggested that the location of the accounting records of a 
- company is essentially a matter of internal management, and on that basis we 
would submit that subsections 2 and 3 of the present act should be retained 
instead of enacting subsections 2, 3, 4 and 5 of the proposed new section 115. 

The CHAIRMAN: The present...? 

Mr. HEMENS: Subsections 2 and 3 of the present section 115. We also 
_ support the proposal of the Canadian Bar Association permitting a private 
_ company, with the consent in writing of all the shareholders, to dispense with 
_ the requirements of sections 116 to 120, except that the financial statement 
_ Shall be drawn up so as to present fairly the results of the operation of the 
company for the period covered by the statement. 

The CHAIRMAN: Which section are you referring to now? 
Mr. HEMENS: We are proposing a new subsection such as appears in the 
_Pproposed Manitoba Companies Act. That is essentially the proposal of the 


_ Canadian Bar Association. 
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respect to the proposed new section 117(1) (a) which appears on page 21. This — 


requires an application to the Chief Justice or Acting 
feel an application to the court would be adequate. 


We suggest going one step further and deleting the limitation of the court — 


‘ 
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that disclosure of this information ‘would be detrimental to the interests of oF 
the company”. We suggest that if you apply to the court the court may make 3 
such decision on such facts as are before it without being limited to the a 


“detrimental to the interests of the company” aspect. 


The CHaiRMAN: If you said instead of “detrimental” “would adversely 


affect”—-No, that is not good enough either. You could say, “is not in the © 


interests of the company”’. 


Senator McCuTcHEON: That would be much better. 
Senator HAYDEN: You give the judge a broader scope. % 
Senator LEONARD: Put it positively: “that it is to the advantage of the i 


company not to disclose’. 


Senator BOUFFARD: Why not let the judge decide as to whether there are hi 


some good reasons for not divulging? 


Senator BURCHILL: In other words, you favour disclosure? 


Mr. HEMENS: Yes, that is our submission. 


Senator BOUFFARD: It seems to me the Chief Justice should decide on a 


whatever reasons he sees proper. 


Mr. HEmMENS: We do not, I think, disagree with disclosure. We are con- — 
cerned with the problem of the company involved in one product. This is — 


where we think the problem really lies. 
Senator BURCHILL: I can think of companies man 
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ufacturing one product — 


that would like to have the information. It would help them with regard to © 


their competitors. 

The CHAIRMAN: It works both ways. 

Senator BURCHILL: Sure. 

The CHAIRMAN: I know some would like to get the 
to hold back their own. 

Senator BURCHILL: Exactly, that is the point. 

The CHAIRMAN: The next item? 

Mr. HEMENS: With reference to the proposed new 
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information but be able a 


paragraph (j) of sub- 4 


section (1) of section 177, we would suggest that no really useful purpose ~ 
is served by a requirement to include contributions to pension funds in re- 4 
muneration reported for directors and officers, particularly in view of the © 
complicated pension fund arrangements frequently encountered. ! ‘a 


Senator HUGESSEN: What section is that? 


The CHAIRMAN: On page 22, senator, subsection (j), and the latter part of 4 


that, where it says: 


_ including all salaries, bonuses, fees, contributions to pension funds ~ 


and other emoluments; 


Your emphasis is on the words “contributions to pension funds,” is that 4 


it? 


bhae 


Mr. HeMENS: Yes, sir, that is it. The problem in some cases can be illus- — 
trated by the situation where the company’s contribution to the pension fund — 
is a percentage of the total wages or salaries based upon actuarial require- 
ments. How do you then estimate what the contribution to the pension fund 


_ by the company is in respect of Director ps ead 
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| “McCurcneon: Would): ‘not ‘it be a function of the! very Buetons Bian 
e mentioned, the Las of Director “A’”’s income which is attribut- CO ie 
Te eee La ate 
enator LEONARD: The pension fund has earnings of its own, and in some ay 

'S s the contribution from the employer company is the amount required): fOr 311i a 
ke the fund sufficient to carry out the actuarial requirements of the fund. ae 


3 $s amount is not related to any particular matter of wages or earnings, Ory 
proportion thereof. M 


The CHAIRMAN: There are three possible sources of income for a pension nie 
d: contributions of employers; contributions of employees; and earnings of | 

Increment in the fund. In a lot of these plans the employers’ obligation 
to make up the difference between what is required to carry the plan 
id the contributions of the employees. That varies with the increment. 


_ Senator McCuTcHEon: The S.E.C. requirement might be more revealing. fn 
[That is where you disclose the anticipated amount of the officer’s pension. wii AY 
65. | | 
_ Senator Cook: This subsection only relates to directors? Sy aaa 
_ Mr. HEeMeENS: Yes. DN oh: 
The CHAIRMAN: It says: 

.as a director, officer or employee of the company... 


Senator Cook: “by directors’’. 
The CHAIRMAN: Yes, that is right, “by directors’. 


Senator Coox: In other words, are not officers to be included as well as. 
directors? 


The CHAIRMAN: No, but a director may also be an officer. 
Senator Cook: But an officer is not necessarily a director. 
_ ‘The CHAIRMAN: That is right. 

Senator CooK: Why limit it only to directors? 


3 The CHAIRMAN: You mean you cannot delimit it? 
Mr. HEMENS: Yes. 
- Senator THORVALDSON: A great many companies have a string of people 


but usually officers are referred to as president, vice-president, secretary 
nd treasurer, and so on. Is that what you mean? 


! Mr. HEMENS: Yes, that is it. We have in my own company an employee. 


The CHAIRMAN: We have obed this problem fie Uansideritae 

Mr. HEMENS: On the same page, in subsection (g), on page 22, the 
Vision is: 

the provision made for each of the following, namely, depreciation, 
obsolescence and depletion; 


This would suggest you must set out separately a provision for deprecia- 


difficult to segregate, and the words “each of” might be deleted. 

- Senator Coox: Is that subsection ( g)? 

% Mr. HEMENS: Subsection (g) on page 22. 

_ Senator HUGESSEN: You would lump them altogether, would you? 


Mr. HEMENS: Yes, as is the case at the present time. 
2104134 
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Senator McCuTcHEON: Depletion is an important factor for a company. 

I do not think you want that lumped in with depreciation. ; 

Mr. Hemens: I am informed that in practice depletion is shown separately. — 

The problem really is between depreciation and obsolescence. ( 

Senator McCutTcHEON: I do not think we should amend it in such a way ’ 

that depletion will be lumped in with the other two. 4 

The CHAIRMAN: I think that in the case of obsolescence and depreciation — 

in a corporate statement, as against an income tax statement, it would be per- 

fectly all right to lump them together, but depletion is certainly an important — 

item of information. 
Senator BURCHILL: For the pulp and paper company. 

Senator McCutTcHEON: I am thinking of that. 

The CHAIRMAN: The mining company. 

Mr. Hemens: Subparagraph (ii) of paragraph (j) of section 119, that is» 

exactly the same wording. 

Senator BEAUBIEN (Bedford): What page? 

Mr. HEMENS: On page 24. ‘ 

The CHAIRMAN: All right, we have made a note of that. 

Mr. HEMENS: With respect to proposed section 124 of the act, which appears 7} 

on page 34, it is suggested that this provision respecting the right of the auditor 

to attend meetings imposes an undue burden, particularly on private com-— 

panies. We suggest that there be adopted a wording similar to that found in 
the proposed new Manitoba act, which reads as follows— 

Senator HUGESSEN: Which subsection? . 

Mr. Hemens: Section 124(5), which appears on page 35. The proposed 

wording of the proposed new Manitoba act says: , 

With the consent in writing of all the shareholders, a company may 

dispense with notice to the auditor in respect of, and his attendance ate 

any particular meeting specified in the consent. . 


There is nothing in that subsection that says the auditor shall be paid for 
such attendance. r 
Mr. HEMENS: You don’t know auditors! 
The CHAIRMAN: This is statutory. It says he shall receive notice, and he 
shall be heard. I do not think it is putting it on the basis that the company has 
to pay him if it does not want to. 
Senator Mo.Lson: I think he should. He signs this statement, and he should 
be able to attend the meeting. 
The CHAIRMAN: Yes, but I am concerned about the burden of payment of 
his fees. ; 
Senator MoLson: It should be a matter of negotiation. 
The CHAIRMAN: I agree. 
Mr. Hemens: I think through my own fault I am being misunderstood. 
We are concerned only with private companies. We are not concerned with the 
case of where in a private company you have the unanimous consent of all the 
shareholders. We are concerned with the burden of giving notice to the auditor 
in connection with this. q 
Senator McCuTcHEON: Just putting an extra envelope in the mail cannot 
be a great burden. 
Mr. Hemens: Let me give you an example, Senator. Where you have a 
wholly-owned subsidiary and where you may have five shareholders, for 
example, all of whom are directors, then at a directors’ meeting you can deal 
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ith the problem but you suddenly discover that in order to validate or ratify 
that you must have it ratified by the shareholders. You then immediately call 
a meeting of the shareholders, but you can no longer do that under these cir- 
~ cumstances. 


ia Senator Motson: I do not think their interests necessarily coincide. If 
you have a small private company with a minimum number of shareholders, 
they might be anxious to keep the auditor away. 


‘4 Mr. HEMENS: Surely the auditor is entitled to be the defendant of the 
shareholders, and if the shareholders do not want the defendant there then 
surely that is their business, senator. 


. Senator MoLson: I am not sure. It depends upon what they are taking up 
at the meeting. It might affect the auditor’s status, and various other things. 


. The CHAIRMAN: Perhaps there is a happy hunting ground in between. 
The auditor is needed in connection with all meetings that relate to the finan- 
cial aspects of the company. Suppose in a private company where the shares 

were very closely held you wanted to call a meeting of the shareholders to 

approve an increase in the number of directors, or a decrease; instead of 
putting it up to a meeting at which all the sharcholders are present, you have 
to call a meeting for some time later and send notice to the auditor. Yet, all 
you want to do is increase the number of directors. 


4 Senator Cook: That does not mean the meeting is invalidated. 
i The CHAIRMAN: If he is entitled to be present and he wanted to protest, 
it would. 


Senator LEONARD: Perhaps the auditor could waive that notice. If that is 
all that is to be discussed then that notice could be waived so that the meeting 
. could be held right away. 


The CHAIRMAN: All we are giving him is a right, so I would think he 
could waive it if he wished. 


Senator LEONARD: Yes. He is entitled to receive the notice that a share- 
holder receives. 


The CHAIRMAN: I should point out to the committee that this same ob- 
jection was taken by Mr. Merriam in the portion of the Canadian Bar Asso- 
ciation’ s brief that he presented to us. It can be found at page 46 of Volume 
3 of our proceedings. 


¥ Senator HuUGESSEN: To put your point at its most extreme, Mr. Hemens, 
under this subsection if a meeting is held in the circumstances you describe 
then it is invalid because the auditor is not there. 

Mr. HEMENS: Precisely, sir. 


Senator HuGESSEN: That is, unless he subsequently waives his right to 
‘notice. If the business transacted is proper then no doubt he will waive that 
‘right. 


Senator THORVALDSON: I would like to see a provision to the effect that 
the absence of the auditor does not invalidate any meeting. There might be 
litigation over the validity of a meeting. 


The CHAIRMAN: If you could simply say that the auditor may waive this 
right under subsection (5)— 


_ Senator Bourrarp: Why not limit the presence of the auditor to the 
annual meeting? 


The CHAIRMAN: There might be more important special general meetings. 


Senator BourrarD: I do not think the proceedings that have been adopted 
at a meeting should be invalidated on account of the fact that the auditor 


is not present. 


i 
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Senator HUGESSEN: The purpose of He subsection is ao give pO au 
the right to attend a meeting, and I think that is a valuable right in» 
interests of the shareholders. I would not like to vary it in any way beca’ 
of any very technical sort of case. I would prefer to leave the Sale 
it is. 

The CHAIRMAN: Perhaps we should consider whether it should specites ly 
say that the auditor has a right to waive. . 

Senator LANG: Is not that permissive? a 

Mr. Hemens: I am not so sure. Suppose an auditor waives, it, but a 
shareholder attacks the meeting on the ground that the auditor was entitle d. 
to notice and did not in fact get it, and waived that right after the date on 
which he should have received the notice. I have some worries about that. 

Senator HuGESSEN: Lawyers have to live, Mr. Hemens. 

The CHAIRMAN: Thank you very much, senator. What is the next iter 

Mr. HEMENS: With respect to section 35 of the bill, subsection (2), which 
is found at page 35, we support the contention of Mr. Graydon that there 
should be no requirement for the auditor of the company to certify the infor- 
mation provided under subsection (1), since this is essentially a matter of 
law Ae 


A 


The CuHarrmMan: Yes, what is the next item? - 

Mr. HEMENS: With respect to section 36 of the bill at page 37, dealing 
with section 125A, we support the views of Mr. Graydon and the Canadian 
Bar Association. The alternative proposal of Mr. Graydon we support rather 
less vigorously than we support the main proposal of Mr. Graydon, which is 
that section 125A should be deleted. . 4 

The CHAIRMAN: Is there anything else? 4 

Mr. HEMENS: With respect to section 37 of the bill which starts at page 
37, we believe that the requirement of a court order in addition of the ap- 
proval of 75 per cent of the votes of the shareholders is an unnecessary and 
undesirable feature for the following reasons: 

1. The affirmative vote of 75 per cent of the shareholders of both co 
panies to the amalgamation is convincing evidence that the amalgamation is 
fair to the shareholders of both companies. | 

29. In the event the amalgamation is unfair to a minority as a result of 
fraudulent tactics on the part of the majority as opposed to commercial con 
siderations, resort to the courts is open to a minority. ‘ - 

3. The requirement of a court order, which can be made subject to such 
terms and conditions as the court thinks fit, casts uncertainty on a commercial | 
transaction. . 

A. Added to the uncertainty of court approval, the Minister retains the 
prerogative of issuing or not issuing the necessary letters patent to confirm the 
amalgamation agreement. a 

5. The necessity of obtaining a court order to effect an amalgamation in 
the interests of the shareholders as a whole of both companies can afford é 
small minority the opportunity of harassing the vast majority. 

Senator BOUFFARD: What about the creditors? Where can they make their 
objections to an amalgamation? : 

The CHarrMAN: In an amalgamation all that happens is that you push 
two companies together, but no rights are lost and no rights are gained 
the process. 


4 
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Ss nator MOH eEatD: But subsection (6) on page 38 tae . 
Big Notice of the time and place of application for the approving orders 7) 
shall be given to the creditors of each of the amalgamating companies 
in such manner as the court may direct. 


That means that the creditors may have something to say about an 
- amalgamation. 


Mr. Hemens: I think, Mr. Chairman, subsection (6) in particular seems 

to have no place because, as you have hointed out, no rights of creditors are 
affected. Me 
af Senator BouFFARD: Why should we give notice to creditors then? 
Mr. HEMENS: I agree with you. ae 
The CHAIRMAN: I do not think we should. ean) 


Senator BourrarD: They cannot say anything and they have no rights, | a) 
and yet you have to give them notice. 


The CHAIRMAN: Why do you say they have a right to notice? 


: Senator BouFFaRD: In an amalgamation one of the companies might have — ea 
more creditors than the other one. It might then be more difficult for thes a 
creditors to collect their amounts. eae 


Mr. HemeEns: May I refer to page 39, where under subsection (11) you © 
protect the rights of the creditors. ) 


Senator McCutTcHEON: Perhaps the rights are preserved in an amalgama- 
tion, but not the rights of a creditor of a strong company that goes into the 
Panalsamation as compared with those of the creditor of a weak company. He 
benefits. In the case of a company on the verge of insolvency amalgamating | 
with a company that is not insolvent the rights of creditors are surely affected. 
_ The rights of the creditors of the solvent company, or the strong company, are _ ye 
affected. ‘Ge ae 
The CHAIRMAN: If there is any position of creditors to be protected then — 
the creditors should have notice, but this is a notice of the approval by the © 
court. I go further than anything that has been said here yet; I say that in _ 
an amalgamation you should not import the court sanction procedures that. 
a you have in a compromise because you are not affecting the rights of share- 

_ holders in the way those rights are affected in a compromise where the share- _ 
- holders of both companies agree. Where there is an amalgamation agreement 
_ there should be no requirement that you go to the courts. 


Senator BOUFFARD: Supposing a creditor has something to say about it? 


Senator THORVALDSON: I think the principle should be this, that there © 
should be a right to go to the court if there are dissident shareholders amount- 
ia ing to a certain percentage. As Senator McCutcheon has pointed out, there — 
could be cases where creditors are affected, and perhaps creditors should be | 
a given the right to go to the court if they are prejudicially affected. However, 
_ to have every amalgamation where there is 100 per cent approval of the 
shareholders approved by the court— : ivi 
. The CHAIRMAN: If the rights of creditors are impaired by the amalgamation 
Nd then surely they have a cause of action before the amalgamation gets going. niles ‘s 


G Mr. HEMENS: May I point out, Mr. Chairman, that section 76 of the Ontario 
_ Corporations Act does provide for the necessity of having court sanction. 


Senator BOUFFARD: Do they have any provision in so far as ree are ir 
concerned? Nae 
Mr. HEMENS: They do not appear to have, sir. 


Senator Cook: Do the creditors have the right to dissent upon receiving ay 
‘notice? — a 
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The CHAIRMAN: No, there is no provision with respect to creditors in the © 
Ontario act. The creditor has his cause of action. He is above the rights or 
shareholders. a 

Senator THORVALDSON: That is right. He has the right to sue the company. | 

The CHAIRMAN: Yes, if he thinks they are imperilling his security then he © 
can sue. I think in any agreement procedure that I have had anything to do with — 
it has been very important that the companies carry the goodwill of the creditors. 
Otherwise, they would want their money. ’ 

Senator LEONARD: It might involve the giving of notice to thousands. 

The CHAIRMAN: That is right. 

Senator THORVALDSON: That is the problem there. . 

The CHAIRMAN: I think we had better have a look at this. We know what — 
Mr. Hemeng’ position is. Is there anything else? . 

Mr. HEMENS: With respect to section 38 on page 39, which proposes the 
enactment of section 139A, we support the position of Mr. Graydon who recom- 
mended the deletion of section 139A. 

The CHAIRMAN: Is there anything else? 

Mr. Hemens: That is all I have, sir. 

The CHAIRMAN: Senators, I want to tax your patience a little bit longer. 
We have present representatives of the Board of Trade of Metropolitan Toronto. 
They have a short brief. Perhaps we can deal with it now. Mr. Jupp is present, 
and he has Mr. Crysler with him. Is it the wish of the committee that the brief 
of the Board of Trade of Metropolitan Toronto be printed as an appendix to 
today’s proceedings? 

Hon. SENATORS: Agreed. 

The CHAIRMAN: Are you going to carry the ball, Mr. Jupp? 


Mr. D. H. Jupp, Honorary Treasurer, Board of Trade of Metropolitan Toronto: 
Yes, I would like to start it off. 

The CHAIRMAN: As we have your brief I think we should consider the ~ 
sections it deals with, and get your viewpoint upon them. 

Mr. Jupp: Yes. In the preamble we have merely indicated our interest in 
the Companies Act, and we are very happy to say that in general we support 
Bill S-22. We find incorporated in it a substantial part of our recommendations. 
We have only a few points that we would like to discuss further. 

The CHAIRMAN: Yes. Would you proceed? 

Mr. Jupp: On page 3 we talk about uniformity, and we say: 
it has been gratifying to find incorporated in Bill S-22, in sections 
115-125, in the place of the provisions now there, the provisions respect- 
ing financial statements and returns which appear in the Draft Uniform 
Companies Act with certain adjustments to bring these in line with the 
most recent developments in accounting principles and practice. In this 
regard the Board is also pleased to find in section 76 (a) the requirement — 
respecting filing prospectuses limited to filing copies of such material — 
with the Secretary of State. 


The CHAIRMAN: Yes. 
Mr. Jupp: Disclosure of purchase of securities. Here we say: 


The Board’s policy is substantially in conformity with the provision 
to be enacted in section 98. Your attention, however, is directed to the 
requirement of disclosure within 30 days of purchase or sale by filing 
a statement with the secretary. In some cases this could result in 
multiplicity of filing statements. After going into the matter in some © 
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detail, the Board reached the conclusion that it would be sufficient to 
require the reporting of the transactions concerned to the secretary 
before the end of the month following the month during which the 
purchases or sales took place. This would put the reporting on a monthly 
basis and limit the maximum number of reports to twelve per year. In 
the opinion of the Board this is sufficient as it considers that the real 
sanction of the provision is the requirement to disclose rather than the 
precise frequency of disclosure. 


We think that to disclose or to file within 30 days might mean several 
dozen reports rather than the 12 which would be provided by the amendment 
_ we propose. 
. The CHAIRMAN: In regard to other sections we have had the views of other 
witnesses. Would you care to indicate your views? 


Mr. Jupp: Could I ask Mr. Crysler, our legal officer to deal with the ap- 
Ppendix? 
The CHAIRMAN: Certainly. 


Mr. A. C. Crysler, Legal Secretary, Board of Trade of Metropolitan Toronto: Hon- 
-ourable senators, I appreciate the lateness of the hour, and also that most of 
_ these points have been discussed already. Our brief is filed and it will appear, 
I presume, in your proceedings. If it would. be agreeable to you I shall not 
_take up your time by commenting on the number of sections which are not 
‘substantial matters from the point of view of the business community although 
lawyers or accountants might be interested and also comments which we 
‘make and which are perfectly clear and which I do not think you will have 

any difficulty in understanding when you read them. 

is The first of I think not more than three or four sections on which I 
would like to comment is section 21 of the present act, subsection 1, in which 
_we refer to the inclusion of the words “which head office shall be the domicile 
_ of the corporation”. We rather feel that that confuses the question of jurisdic- 
tion over the corporation arid the domicile of the corporation which is a 
factual matter. As a substantive question a corporation can get into quite a 
bit of difficulty if that danger of conflict is not removed, and we go on to 
say— 

It should be stated that the province or territory where the head 
office is situate shall be the domicile of the company. An explanation 
of the history and reasons for this appears in Dicey’s Conflict of Laws, 
seventh edition, under Rule 76. 


Then we come to section 21, subsection 3, which deals with the sanctioning 
of changes, of the existing act, and these are some matters that are not in 
the present bill, but which we would like to have you consider with a view 

_to putting them in. Now the last three-and-a-portion lines in section 21, sub- 
section 3, which refer to a copy of the by-law certified under the seal of the 
company being filed with the Secretary of State and published in the Canada 
Gazette, are mandatory, owing to the earlier portion of the subsection which 

states that no by-law is valid or shall be acted upon, and so forth. We believe 
that the subsection should be revised so that the latter portion of it, which deals 
with the filing and publishing of the by-law, is directory only. And for a 
suitable wording we refer you to section 87, subsection 3, of the existing act 
which deals with the increase in the number of directors by the formula in 
the third subsection: 

} A copy of the by-law certified under the seal of the company shall 
i be forthwith filed with the Secretary of State... 
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This leave a duty to file ae it does ae make the act “raids ey reas son 
of the fact that somebody omitted to file. 
The CHAIRMAN: We have noted that. e 
Mr. CRYSLER: Comment has already been made concerning the particulars 
on the issue of certificates. This is section 33, subsection 4, of the present act. 
Our suggestion as to how you might deal with this Goud be that a section 
might be rephrased to provide that share certificates shall contain notice of 
any conditions or restrictions which are prescribed by letters patent or sup- 
plementary letters patent, but just by name, and then it should be left to 
the shareholder or prospective shareholder to get the full text if he wishes to 
do so. 
The CHAIRMAN: That is in line with opinions expressed to us already. 
Mr. CRYSLER: Section 49 has been discussed in full, and as we agree largely — 
with what has been said I do not intend to discuss the merits, but I would lke to_ 
discuss it in connection with changes which we envisage. me 


The CHAIRMAN: Is this section 49 of the act? bi 


Mr. CrRYSLER: Section 49 of the existing act. Our suggestion is that 
section 49 which deals with the by-law for the reduction of capital. Where 
a company has issued redeemable shares under the authority of letters patent 
or supplementary letters patent and redemption has been made in accordance 
with the terms thereof, it should not be necessary to take out supplementary 
letters patent to confirm the consequential reductions in capital. A subsection Li 
to this effect should be added to section 49. In this connection section 61 should 
be deleted and the act should contain provision to the effect set out in section 
27, subsections 11 and 12, of the Draft Uniform Companies Act. That should j 
be of the year 1958. Now subsection 11 is the one read this morning and is_ 
already in the Dominion act. The addition we would propose for subsection 12, 
redrafted would be as follows— 

Where preference shares are redeemed or purchased for cancellations , 
by the company, they shall be thereby cancelled, and the authorized 
and the issued capital of the company shall be thereby decreased. i 
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The CHAIRMAN: In the Ontario act at the present time under the cir- 
cumstances you have detailed you do not need to get supplementary letters 
patent? q 
Mr. CRYSLER: That is right. The next is a small point regarding entorna ae 
with respect to mortgages and charges. Without explaining the reasons in 
full we suggest it might be sufficient or it would be sufficient to fille with the 
Secretary of State a concise statement of the provision of these documents 
showing pertinent items such as the amounts of money, dates and times, etc. | 
Going on to consider some of the instances, one is in connection with the 
payment of dividends by companies whose assets are of a wasting character. 
Section 83, subsection 4, of the present act. a 

Going on to consideration for fully paid shares to be cash or fair equivalent | 
of cash dealt with in section 99, subsection 4, of the present act, those two 
provisions relate to mining companies. We think that these are rather on 
all fours with gas and oil companies and consideration might be given to 
including gas and oil companies in this section. With reference to section 
90 (b), we would like you to consider a revision of this section under which 
it would be made explicitly clear that while the president must be elected from 
among the directors the vice-presidents need not be. There is some little doubt 
about the present wording, as to whether you are entitled to elect vice— 
presidents from other than the directors. f 


The CHAIRMAN: Although it is being done? 
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_ Mr. Cryster: Yes. The next one is a point the trust companies have raised 
in connection with section 103 of the present act. It is entitled, ‘Notice’ and — 
the notice has to do with— 


The CHAIRMAN: Sending out the material to the Shareholders. 


Mr. CRYSLER: Yes, for annual meetings. Where you have a group of 
transfer offices the trust companies are in a dilemma to have a firm rule as 
to the cut-off date in order to comply with that section. Frankly, we have 
not agreed on the appropriate cut-off date. The suggestions have varied from ae 
seven to 14 or 15 days, but we do think it would be well to add a provision _ Vf 
- to the effect that the by-laws of the company may provide that the directors - lr 
may fix a certain number of days preceding the date of sending notices of — 
meetings, as of which the shareholders entitled to such notice shall be ~ 
determined. I think if you examine the act you will find the trust companies — 
really sort of have to trust to Providence. 


The CHAIRMAN: Except that section 103 of the present act starts off by 
saying: 


! In the absence of other provisions in that behalf in the letters patent, 
rh supplementary letters patent or by-laws of the company. 


\ —and you follow the procedure laid down in the statute. 


Mr. CRYSLER: With respect, we read that as relating only to sending the Hi 
notice and not extending to giving you a cut-off date. ies a Hy 


The CHAIRMAN: It is notice of the time and place of the holding of a meeting : cp 
to each shareholder entitled to vote at such meeting. BRR» 4 


" Mr. CrysLER: How do you determine his entitlement, as of what date? The 
- point is this, section 103 gives you all the direction one needs about the ene | 
- of notice, and says that may be provided for in the by-laws, but it does not say 
how and by what means you can establish the cut-off date for the list of share- — vind 
_ holders entitled to notice. I am told this is of some importance in the case of 
> transfer registers. | a 
| Senator McCutTcHEon: It is of great importance in the case of a proxy fight. at) 
The CHAIRMAN: We will have a good look at it. eat 


Mr. CrRYSLER: That is all we have asked, sir. rene v 
After we had filed the brief Mr. Jupp and I have been commenting on of cule 
June 1st, which was prepared rather hurriedly, we did distribute Senate Bill 
S-22 to a number of our members, corporation lawyers and executives. Certain 
a - points were raised. I do not aneaee any of these points of vital importance, and — 
I would suggest that rather than taking up further time at this late moment this 
_ might be made part of your proceedings, and if anyone wants to address ques- _ 
tions by letter or wants us to come back, we will be glad to comply; but I loa 
_ if any questions will arise. 


Hon. Senators: Agreed. if 


Senator BourFrarD: Did you make these observations to the deparee etna sag 
before you came here, at the time they were studying the amendments? ey 


Mr. CrYSLER: To the province of Ontario. | A any 


Senator BouFFrarD: But not here? | ‘ie ae 
Mr. CrYSLER: No, except I should say that this brief is really the unimple- 
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be taken to revise the dominion act in light of developments since back in the 
thirties. i 


The CHAIRMAN: Thank you, Mr. Crysler and Mr. Jupp. . ‘ 

I think, in the ordinary way, this concludes the outside evidence. My sug- _ 
gestion is that at our next meeting we should hear Mr. Lesage and his officials 
and go over the suggestions which have been made which are at variance with 
what is contained in these amendments. We shall get his viewpoint, and then, 
to the extent there are suggestions dealing with other sections of the act, we 
might get his viewpoint on these. Then, when we have accumulated all that, we 
might come to the stage then where this small subcommittee could put the thing 
in shape, with suggestions as to what should be included and what should not. 
Then the committee can consider all that. Does that strike the members of the 
committee as being an orderly way of dealing with it? 


Senator BOUFFARD: Should the committee deal only with the amendments 
that are proposed at the present time, or should it review the whole of the 
Companies Act? 

The CHAIRMAN: That is a large order. We have had some sections discussed 
here that are not in the bill, and since they have been discussed I, for one, 
would like to have Mr. Lesage’s viewpoint on them. He might be agreeable, _ 
or he might give reasons why we should not consider them at this time. I | 
would like to get that information before we consider the bill itself. . 

Senator LEONARD: I see no reason why we should not amend the other 
sections of the Companies Act apart from those mentioned here. 

Senator McCutcHEon: Is there any deadline for the completion of this? 
Has it to be completed before the recess? 


The CHAIRMAN: There is no deadline in that respect, but depending upon — 4 3 


how long we take with Mr. Lesage I would think the subsequent part of it 
would proceed very quickly. I am ready to piece a lot of these things together 
and submit them for the consideration of the committee. 

I should tell you about the next meeting. I do not think there will be 
another meeting of the committee before next Wednesday. We committed 
ourselves some time ago to hearing Mr. Bennett and any other witneses with 
respect to the bill incorporating the Bank of British Columbia. I offered them 
the dates of July 8 and July 15. They accepted, and then changed their minds 
because either the sponsor or Mr. Bennett was not available. We have now 
finally fixed that meeting for July 22. The first order of business on July 22 will 
be the hearing of Mr. Bennett. If there are public bills that we have to deal 
with they will follow the hearing of Mr. Bennett. 

We then still have on our order paper the bills to incorporate the Bank 
of Western Canada and the Laurentide Bank. The bill to incorporate the Bank ~ 
of Western Canada stands at the stage where the sponsor can move it into © 
action at any time by making a motion. With respect to the Laurentide Bank | 
I think that at some stage, there being no more evidence, the committee has 
to sit down and consider the situation and how it wants to deal with that bill. 

Is it agreed that we adjourn at this time? 


Hon. SENATORS: Agreed. 
The committee adjourned. 
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APPENDIX “A” 
OSLER, HOSKIN & HARCOURT 
Toronto 1 


JULY 7, 1964. 
The Hon. Salter A. Hayden, Q.C., 
The Senate of Canada, 
Parliament Buildings, 
Ottawa, Ontario. 


Dear Senator Hayden, 


Re: Bill S.22—An Act to amend the Companies Act. 
Our File 18,674 


In examining the above mentioned Bill there has come to my attention 
what appears to be an error in subsection (3) of Section 123 as it is to be 
enacted by clause 34 of the Bill. It appears on page 34 of the Bill. 

Subsection (3) provides that a person appointed as auditor under sub- 
section (2) shall indicate in his report to the shareholders that he is a director, 
officer or employee of the company or an affiliated company or a partner, em- 
ployer or employee of the director, officer or employee. It seems to me that 
the underlined word “the” should read ‘‘a” and that the words “of the com- 
pany” should be added at the end of the subsection. 

_ The word “the” as used in the Bill grammatically indicates some parti- 
cular individual director, officer or employee, while I submit that it is the in- 
tention of the subsection that the required disclosure should be made if the 
auditor is a partner, employer or employee of any director, officer or employee 
of the company in question. 

I am drawing this matter to your attention in the hope that an appropriate 
correction may be made in the Bill at the Committee stage. I am sending a 
copy of this letter to Mr. Lesage. 


Yours very truly, 
H. C. F. MOCKRIDGE. 
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APPENDIX “Bit 
O’BRIEN, HOME, HALL, NOLAN & SAUNDERS 
Montreal 1 
JUNE 18th, 1964 


The Honourable John J. Connolly, Q.C., 
56 Sparks Street, 
Ottawa, Ontario 


Dear John: 


I have noted that Bill S-22 (An Act to Amend the Companies Act) pro- 
vides for certain amendments to sub-sections (1) and (4) of Section 5, but 
does not cover any amendment to sub-section (3). Sub-section (3), as you 
know, reads as follows: 

“(3) Nothing in this Part shall be construed to authorize the company 
to issue any note payable to the bearer thereof or any promissory 
note intended to be circulated as money or as the note of a bank, © 
or to engage in the business of banking or insurance.” 


Sub-section (3) is not clear as to whether the words “any note payable 
to the bearer thereof” are qualified by the words “intended to be circulated 
as money” or whether the words “intended to be circulated as money” apply 
only to “any promissory note’. At the present time many companies are 
issuing notes, secured and unsecured, which, from a practical view point, are 
indistinguishable from bonds or debentures, yet there seems to be no provi- 
sion against a company issuing bearer bonds or debentures. 


If it is not too late, might I make the suggestion that consideration be 
given to amending sub-section (3) by deleting the words “any note payable 
to the bearer thereof or’. If this deletion could be made it should clarify 
matters and still prohibit the issuance of notes, whether bearer or otherwise, 
intended to be circulated as money. Obviously this clause was inserted in 
the Act to prohibit Letters Patent Companies from engaging in the business of 
banking. The amendment suggested above would in no way alter that prohi- 
bition. However, there would seem to be no good reason why a company 
should not be permitted to issue bearer notes so long as they do not circulate 
as money if it can issue bearer bonds or debentures. 


I may say that as far as I am aware neither the Ontario Corporations Act 
nor the Quebec Companies Act prohibits a Company issuing bearer notes. 


Your very truly, | 
GEORGE W. HALL. 


_ APPENDIX “C” 
ipney Owen & Murphy 
couver 5, B.C. 


June 12, 1964 


‘he Honourable John J. Connolly, 
‘he Senate, 
ttawa, Canada. 


Re: Canada Companies Act 


before the Senate. 


_ After consultation with some members of this firm as to the purport of the 
amendments proposed we feel that it would be advisable if these proposed 


consideration to be given to the provisions of the Act by the members of the 


at this be done. 


While many of the proposed amendments constitute undoubted improve- 
nents to the Companies Act, several of them appear quite radical and warrant 
further consideration. Some of our suggestions are enumerated below. 


1. By section 8 of the Bill the Secretary of State has power to direct 
correction of Letters Patent if they depart materially from the 
orginal notice. The interpretation of “materially” should not be 
in the hands of a department official. . 


2. By Section 10 of the Bill the Act is amended to prevent one class 


r This has been a useful device in estate planning, where a father 
holds the only voting shares, and his children hold non-voting 
ae shares with the possibility of equity increase. 


3. By Section 29 of the Bill, the prospectus requirements of the Canada 


or the law of any foreign country. 


(a) certain provinces, including British Columbia give exemptions 
4 from prospectus requirements for banks, insurance companies, 
vl trust companies and others. No such exemption is provided by 
a the proposed Canada Companies Act. It will, therefore, be 
a necessary to file a prospectus with the Secretary of State even 
4 although no other jurisdiction requires one. | 


a (b) the copy of a prospectus issued in another jurisdiction must be in 
if certified by the public authority of that jurisdiction for filing 


y with the Secretary of State. No doubt the provinces will give 
a? such certificates but there may be difficulties with, say, the 
Securities Exchange Commission of the United States. 

s 4. Section 32 of the Bill amends the Act to require, inter alia, any 
shareholders with more than ten percent of the issued voting shares 
to report to the Secretary of the Company any dealing with the 
securities of the company. Whether or not this is a good provision, 
time to consider the effect might be valuable. 
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I understand that Bill S-22, being an Act to amend the Companies Act, 


amendments were postponed as to approval for a year, to enable careful 


Bar. I am writing to you in the hope that you might suggest to the Cabinet | 


of shares in a private company from having exclusive voting control. — 


Act do not apply if a prospectus is prepared under provincial law : 


The sections of ‘the Act. deine eat anes 1 is and 
powers and duties of auditors are antenetvel arene to conf ‘OI 
with a brief submitted by the Canadian Institute of Charte he 
Accountants. While no doubt many of the changes proposed — are 
improvements, the bar should be given a chance to study the 
proposals. 


All of the above I submit for your consideration, and if you deem ita 


desirable that the Cabinet should give further consideration to the proposal toy 
postpone the finalizing of the Act for a year, as was done in the case of the 


Estate Tax Act, this would enable the members of the Bar to carefully consider 
the matter and make such recommendations as they think fit. 3 2 


Yours sincerely, 


R. O. Campney. 
ROC: dh 
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APPENDIX “D" 
CAMPBELL, GODFREY & LEWTAS 


: July 9, 1964. 
he Honourable Salter Hayden, a 
hairman, 

Banking and Finance Committee of the Senate, 

‘Parliament Buildings, 

OTTAWA, Ontario. 


- Dear Senator Hayden: 


Re: Section 11 of Bill S-22—An Act to amend the Companies Act. 


I act for United Accumulative Fund Ltd., an open end mutual fund with 
_ assets now in excess of $80,000,000, which wes incorporated in May 1957 under 
“the Dominion Companies Act. 


_ The letters patent contain the usual provisions respecting mutual funds in 
that they provide that a shareholder may “require the company to redeem his 
said shares for cancellation at the asset value of such shares”. 

The explanatory notes to the Bill state that: 
It is thought desirable to give such statutory recognition to mutual 


fund shares and thereby set at rest any doubts there may be in regard to. 
the capital structure of these companies. 


oe 
Po 
b, 
be 
Be 
Re) 


E I agree that this is very desirable. However, in my Opinion, Section 11 of 
a Bill 9-22 as presently drafted does not accoraplish such purposes. 


Firstly, the definition of mutual fund shares and the operative part of the 
section refers to the “surrender” to the company at the request of the holder 
thereof. No useful purpose appears to be served by using the word “surrender” 
instead of the words “redemption or purchase for cancellation” which now 
_ appear in Section 61 of the Companies Act, and also appear in the letters patent 
_ of the mutual funds already incorporated. Cong the word “surrender” certainly 
3 ‘does not set at rest any doubts there may be with respect to those companies 
already incorporated whose letters patent provide that their shareholders may 
‘require the company to “redeem” his shares, and in effect, by implication, 
creates considerable doubt as to the legal validity of such provisions. What the 
section is trying to accomplish is to make it perfectly clear that it is legal for 
mutual funds to redeem or purchase for cancellation their shares at the request 
of the holders thereof, and there is no necessity for introducing new terminology 
by the use of the more “surrender” in the Act in this connection. 


Secondly, Sub-Section 4 provides that no mutual fund shares may be 
accepted for surrender when the company is insolvent or if such surrender 
would render the company insolvent. There is, of course, no objection to this, 
but then the sub-section goes on to borrow a concept from Section 83(2), which 
deals with the payment of dividends, to the effect that in determining the 
solvency of the company no account shall be taken of any increase in the surplus 
or reserves of the company resulting merely from the writing up of the value 
of the assets of the company, unless such writing up was made more than five 
_ years before the date of the surrender of the mutual fund shares. 


This provision shows a complete misconception of how a mutual fund 
‘ Operates, because, in fact, their assets are valued for the purposes of redemp- 
tion and sales at lence once each business day, because for the purposes of re- 
demption, and of course for the purposes of determining the solvency of the 
210414 


< LOE i 
-whose sole assets consist of marketable securities whose value varies every da 


If your Committee is going to have any public hearings, at which it will b 2 


ot Peale to make verbal representations, with regard to this matter, iF would — 


appreciate your advising me. 


LD 

If you have any questions you would like to ask with respect to my above: ; 
objections to the section as presently worded, please do not hesitate to let me © 
know. Ae 


i$ 


Yours truly, | ie 2 
John M. Godfrey 


c.c. Mr. Louis Lesage, 


Companies Division, 
Department of the Secretary of State. 
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ee _ APPENDIX ”E” : 
The Honourable Salter A. Hayden, Chairman, and to the Honourable 


Members of the Standing Committee of the Senate of Canada 
on Banking and Commerce 


Re: Bill S-22 Vee 


LO? 


4 " 


_ I respectfully make the following submissions on Bill S-22, being an Act ashe Hi 
to amend the Companies Act. These submissions are made on my own behalf | 
as well as on behalf of the firm of Blake, Cassels & Graydon. EHS 


Allan Graydon, Q.C. ue 

May 26, 1964. an 
1. Re: Section 5, Subsection (2) ne 

It is proposed by subsection (2) of section 5 of the Bill to amend the a 
present subsection (4) of section 5 of the Companies Act by adding as addi- a 
tional grounds upon which application may be made for the winding-up of a. a 
company the following: ay 
“(d) fails for two or more consecutive years to hold an annual meeting ‘i . 

of its shareholders, a: 

(e) fails to comply with the requirements of section 121E or 121F, or, | a 

(f) defaults in complying for six months or more with any requirement ; i) Hi) 

of section 125,” | ae 

nd by adding a new subsection (5) which would enable a court, upon making ay 7 
n order for winding-up, to impose the cost of the Wwinding-up upon any or all Mare 
of the directors of the company concerned. Ne NR 


summary. ee a 
We submit that the proposed paragraph (d), (e) and (f) of subsection (4) 05 a 
and subsection (5) should be deleted and should not be enacted on the fol s 
lowing grounds: ‘ a 
J (a) the proposed paragraphs (d), (e) and (f) would have retroactive a 
effect. Thus, if a company had failed in the past to hold annual — a), 
meetings for two or more consecutive years, it could be subject to an ; es 
application for winding-up although in subsequent years annual | a 
meetings had been regularly held. There would be no means by which Lae 
the defaults could be made good. There are many companies which | a 
have been in receivership; which during the period of receivership en 


= 


were unable to hold annual meetings: which subsequently got out 
of receivership and have since held regular annual meetings; and ACY 
which, nevertheless, would be subject to be wound up.as a ‘con- yh 
sequence of the proposed paragraph (d). | 
(b) there is no requirement of advance notice from the Secretary of | 
State and even if there were provisions for advance notice and a 
company in the future did not hold annual meetings for two con- 


ssi gt Se no 


a ee te Seer 
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(c) 


(d) 


(e) 


(f) 


(g) 


Alternatively 


We submit that the following amendments should be made. 


(a) 


(b) 


“(d) fails, after due and reasonable notice from the Secretary of State, 


*This date is suggested on the assumption that Bill S-22 will be enacted and come into force 
prior to Dec. 31, 1964. i 


. " cae Ads, ” 
TASC ee en 
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secutive years, there would be no means S ee the default cou! d 
be cured; 
as regards failure to file the annual summary pursuant to section 125, 
it will be noticed that by section 35 of the Bill it is proposed to enact 
new subsections (10), (11) and (12) to section 125 which would give 
the Secretary of State, after notice, power to declare the company 
dissolved. This provides ample remedy; 
there are many reasons why a company may find it impracticable } 
to hold annual meetings, and this is recognized in section 104 of the | ’ 
present Act; q 
if by order of the court a receiver and manager has been appointed _ 
of the undertaking, property and assets of a company, he would 
have possession of all the books and records of the company in 
receivership and would have control of its operations, and in such — 
circumstances it is not normally feasible for the directors to prepare | 
the required financial statements and to convene annual meetings - 
of the company in receivership nor, since the Receiver and Manager 
would control them, of any subsidiary. Since such a receiver and 
manager is a court officer and is subject to the authority of the 
court which appointed him, the shareholders, as well as the creditors, 
are protected; - 
there are presently in the Act ample remedies available to share-— 
holders who feel that an annual or other meeting of shareholders 
should be convened. Section 100 enables the court in the province 
in which the head office of the company is situate to order, on the 
application of any shareholder, the calling of an annual meeting. | 
Section 101 enables shareholders to requisition meetings of share-_ 
holders; and section 104 has been referred to above; 
if a winding-up were ordered, there is no justification for the provi- | 
sion which would enable the court to impose the costs of wind oa 
on the directors or any of them. 


that paragraphs (d), (e) and (f) should be amended to read as” 
follows: a 


for two or more consecutive years after January 1, 1965* to hold 
an annual meeting of its shareholders; 
(e) fails after due and reasonable notice from the Secretary of State 
to comply with the requirements of section 121E or 121F; or — 
(f) defaults, after due and reasonable notice from the Secreta y 
of State, in complying for six months or more with any require- 
ment of section 125.” 4 
that the proposed subsection (5) be deleted and replaced by the 
following: 
“(5) Paragraphs (d) and (e) of subsection (4) shall not act 
to a company of whose undertaking, property and assets a receiver 
and manager has been appointed by the court or fo any subsidiary 
thereof.’’; a 


“z Coe iy se APRS Nee A AAT ue Sa a Ri Bie Dye a 
sof Spar Rd ty eens Sh sep San ee os Th, aT Wie fay 
LS ; 
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(ce) that a new subsection (6) be added reading somewhat as follows: 
“(g) If after notice from the Secretary of State a company holds 
an annual meeting of its shareholders and in connection with it 
complies with sections 121E and 121F and if after notice from the 
Secretary of State any default in complying with the requirements 
of section 125 is made good, all prior default shall be deemed to be 
cured.” 
2. Re: Section 10, Subsection (1) 


We do not understand the intent or the effect of the proposed new section 
_ 12(1) which, after providing that the letters patent or supplementary letters 
- patent may provide for shares of more than one class and for any preferred, 
: deferred or other special rights etc., states that: 

p “no such rights, restrictions, conditions or limitations shall permit an 
ca alteration of the capital of the company in any manner other than by 
Ms supplementary letters patent issued pursuant to sections 48 or 58 or 
is section 126 as the circumstances of the case may require”’. 


We submit 
# (a) that if preferred shares be issued convertible into common shares 
he and if the right of conversion be exercised, the capital of the com- 


pany would be altered by the consequent issue of common shares 
and the retirement of preferred shares; and 


< (b) likewise, that if preferred shares be issued subject to redemption 
. and be redeemed, the capital would be altered notwithstanding 
that by section 61 of the Act a capital surplus resulted. 


We suggest that the quoted phrase should be clarified. 
3. Re: Section 25 


aN 
ey’ 


i It is proposed by section 25 to rewrite the present section 61 of the Act. 


F The effect of the proposed section 61, as we construe it, is to restrict the 
redemption or purchase for cancellation of preferred shares so that they may 
be redeemed or purchased only out of ascertained net profits of the company 
set aside by the directors and available for the purpose as liquid assets. It 
also provides that the surplus resulting from the redemption or purchase for 
cancellation shall be designated as capital surplus. The resulting capital 
surplus is not to be reduced or distributed except as a consequence of a 
reduction of capital under other provisions of the Act. The effect of the new 
section 61 is somewhat similar in substance to the old section. 


: 
“a 

4 Under The Corporations Act of Ontario there are no similar restrictions 
and no requirement for a capital surplus and where preference shares of an 
Ontario company are redeemed or purchased they are to be cancelled and the 
authorized and issued capital is thereby decreased—section 27(13) of The 
Corporations Act of Ontario. 


‘ We submit that the scheme of the Ontario act is preferable and more 
Tealistic than the provisions of the Companies Act, and particularly the pro- 
Posed section 61. The limitation on the redemption or purchase for cancellation 
of preferred shares under the present section 61 of the Act or the proposed 
section 61 serves no useful purpose save the payment of a nominal fee to the 
Department of the Secretary of State for Canada for letters patent reducing 
the capital to the extent of the capital surplus. 

_ We suggest that, since extensive amendments to the Companies Act are 
‘how being considered, advantage be taken of the opportunity to revise the 
Scheme of the Companies Act as regards the redemption or purchase of 


q 


preferred shares and to ue provisions eae to iaicee in The Corpor: ; 
tions Act of Ontario. We recognize, however, that this would require, not. only 
the elimination of section 61, but. certain other consequential amchdments:) is 


4. Re: Section 31 


It is proposed by section 31 to rewrite section 84 which provides for the) 
management of the affairs of a company by a board of directors. If the existing | 
conception that the board must consist of a fixed number of directors is to- 
prevail, then we consider that the proposed revision is beneficial. ° ; 


We submit, however, that consideration should be given at this time to | 
making provision for a board of a fluctuating number which is the practice | 
commonly prevailing in England. The minimum number would have to be 
three; the maximum number could be established by the by-laws of the} 
company; and provision could be made that the actual number would be 


established by the board of directors from time to time subject to such | 
minimum and maximum. 


* 


5. Re: Section 33 


It is proposed by section 33 to revise to some extent section 103 of the Act. 
We consider that the revision will be beneficial. ql 

However, questions have arisen in the past as to whether in the giving 4 
of notices section 137 of the Act would override the provisions of letters patent, 
supplementary letters patent or by-laws as to when notices to shareholders 
are deemed to be given. 

We submit that consideration should be given to amending section 137 
of the Act by inserting at the commencement of it the words: “In the absence 
of any other provision in the letters patent, supplementary letters patent or 
by-laws”’. 1 

‘6. Re: Section 35 . 

It is proposed by subsection (1) of section 35 to repeal subsections () 
to (3) of the present section 125 of the Act and to substitute therefor nev 
subsections (1) and (2). By the new subsection (2) it is proposed to prove of 
that the annual summary to be filed on or before the 1st day of June in eact 
year shall be “signed and certified by a director or an officer and by the auditor 
of the company’. (The underlining is ours). 


We submit that the requirement that the annual summary be certified 
by the auditor should be deleted on the following grounds: 


(a) it removes from the corporate directors or officers the ability to 
comply with section 125; and : 


(b) it has the effect of requiring the auditor to certify to matters of lawl 
7. Re: Section 36 Mg 
It is proposed by section 36 to enact a new section 125A which would pro- 
vide that the Secretary of State may at any time by notice require any com- 
pany to make a return upon any subject connected with its affairs within the 
time specified in the notice and that on default in making such return every 
director of the company is guilty of an offence. 


We submit that the proposed section 125A should not be enacted on the 
grounds: 


(a) it is unduly burdensome; 
(6) the length of notice given might not be sufficient; and 


ee) here: is no noduirenseet ae ne fori tion be feld confidential 
to the Secretary of State although the subjects to be dealt with 
might be such that they should not be made public or communicated 
to another department of the government. For example: the amount 
of sales or gross revenue might be required to be disclosed notwith- 
standing that, pursuant to the proposed new section 117 (1) (a), the 


ments of the company. 
| Alternatively: 


We submit that the proposed section 125A should be asses to PEO | 
(a) for a minimum notice of three months; and 


Secretary of State. 
8. Re: Section 37 


It is proposed by section 37 to enact a new section 128A providing for the 
; ~ amalgamation of any two or more companies incorporated under the Act. 

‘§ We consider such a provision for amalgamation beneficial. 

Unlike the corresponding provision in The Corporations Act of Ontario, 
_ it is proposed to require that the amalgamation agreement be approved by 
_ order of the court—see subsections (5), (6) and (7) of the proposed section 
_ 128A. We do not disagree with this and our comments are related to the 
an phraseology in subsection (7). 


Bi 
is By subsection (7) it is proposed to provide that: 


aes, a a 


¢ the creditors and dissentient shareholders.” 

_ (The underlining is ours). 

We are uncertain as to the intent of and the meaning which will be given 
to the phrase “such terms and conditions”. We think there is a serious risk that 


in certain states of the United States of America whereby an amalgamating 


_ proportionate interest. Reference is made to section 262 of the Delaware Cor- 
_ poration Law. This would not be feasible under our laws since it would result 
in an unauthorized reduction of capital. It is also not clear that the amalga- 
mating companies would be in a position to withdraw from the amalgamation 
i if they considered the terms and conditions to be unduly onerous. 


rewritten to enable the court to approve the amalgamation agreements as 
presented or with such amendments as the court might think fit having regard 
to the rights and interests of all parties, including the creditors and dissentient - 
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Chief Justice or acting Chief Justice of the court of the appropriate 
province had authorized their omission from the financial state- 


(6) that the information disclosed by the return be confidential to the 


“(7) The court shall hear and determine the matter of amalgamation — ee 
and may approve the amalgamation agreement as presented or may 
approve it subject to compliance with such terms and conditions as it fa t 
thinks fit, having regard to the rights and interests of all parties including ie. 


a court will interpret this phrase as authority to follow the procedure prevailing | 


company may be required to pay dissentient shareholders the value of their — | 


We submit that subsection (7) of the proposed section 128A should be 


cy Re: Section 38 ets . “Si By Paceaye eae nie 7 33 t “a 


~ 


Section 38 proposes the enactment of a new section 139A. ener would 


enable a shareholder or a creditor of the company aggrieved by failure of tk 
company or a director, officer or employee thereof to perform any duty im" 
posed by the Act, to apply to the court for an order directing the compel 
director, officer or employee to perform the duty etc. 

We submit that this section should not be enacted upon the following 


grounds: 


(a) 


(6) 


(c) 


(d) 


the word “duty” is so broad as to embrace almost anything since 
under the Act it is the duty of the board of directors to manage 
the affairs of a company and, thus, will bring into question every 
aspect of management; u 
consequently, actions might be instituted for the purpose of acquir- 
ing confidential information of which neither the Act nor proper 
corporate practice requires disclosure; 

the section will invite litigation by individual shareholders who will 
not be suing on behalf of a class and, thus, a company of substantial 
size might be involved in the course of a year in numerous actions 
based upon alleged, if unsound grievances; 

the tendency of those attacking the management of a company a 
would be to use ‘‘men of straw” for the purposes of such actions 
who could not respond to any court costs awarded against them. 
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APPENDIX “F" 


CC. O Py} 
THE BOARD OF TRADE OF METROPOLITAN TORONTO 
JUNE 1, 1964. 


Senator The Honourable Salter A. Hayden, Q.C., Chairman, and Members of 
The Senate Banking and Commerce Committee, Ottawa, Ontario. 


Gentlemen: 


BILL S.22—AN ACT TO AMEND THE COMPANIES ACT 


The Board of Trade of Metropolitan Toronto has had a long standing 
interest in the Companies Act and amendments to it. This interest goes back 
to the last revision of the Act in 1934-1935. 


In 1959 the Board carried out a study to ascertain what, if any, amend- 
ments are desirable in the light of developments since this legislation was 
revised in 1934-1935. Representations were made thereon under the date of 
March 30, 1959, to the Federal-Provincial Committee on the Uniformity of 
Company Law. 


First, the Board wishes to inform you of the constituency for which it 
speaks and of the qualifications of those who prepare its representations. 
The membership of the Board is comprised of more than ten thousand and 


_ five hundred persons who represent all types and sizes of business enterprise, 


as well as the professions. While the Board’s membership is concentrated 


mainly in the Metropolitan Toronto area, the business and professional in- 


terests of many members extend throughout Ontario and Canada and to other 
countries. 


The Board’s submissions on corporation law are prepared by corporation 


_ Officials and members of the legal and accounting professions who have special 


knowledge of the problems of businesses incorporated by letters patent under | 


- companies or corporation legislation. In addition, they are conversant with the 
_ considerations which influence those who deal in the shares and other securi- 


ties of businesses so incorporated. The views stated are founded on a broad 


_ experience and set out policies that have grown out of long-term intensive 


studies, including the proposals developed by the Federal-Provincial Com- 


_ mittee on Uniformity of Company Law. 


The Board has not been able as of this date to complete a detailed study 
of Bill S.22 and assist the Senate Banking and Commerce Committee with a 
further comprehensive study of the Bill. However, we are happy to avail 
ourselves of the opportunity to appear before you and say that the major 
features proposed by the Board in its brief of March 30, 1959, on Revision of — 
the Companies Act have been provided for wholly or in substantial part in 


é Bill S.22. Those portions of our proposals which are not included in Bill S.22 


are set out in an appendix to these representations. We invite your further 
consideration of them. We would also be happy to discuss any sections of 
the Bill on which you wish to have our comments even though we cannot ae 
before you a formal statement of organizational policy on them. 


_ Revision of Dominion Companies Act 


As a result of the revision of the Companies Act in 1934-1935, the Federal 


~ legislation was placed upon a satisfactory basis for the most part. Also, the 


A 
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administration of the Companies Act has been of a high quality. The Board’s — 
first main policy has been that no more is required at the present time than © 
a review of the Act to ascertain any features of it which are not properly © 
adjusted to today’s needs. Revision need not go farther than any adjustments ~ 
which appear advisable in the light of changes in business practice and needs 
since the last revision of the Federal legislation. It is gratifying to find in 
Bill 5.22 that the amendment of the Act is on this basis. 


Uniformity 


The Board’s second main policy has been that there would be advantage 
in uniformity in provisions relating to financial statements, prospectuses and 
annual returns. Likewise, it has been gratifying to find incorporated in Bill 
S.22, in sections 115-125, in the place of the provisions now there, the 
provisions respecting Financial statements and returns which appear in the 
Draft Uniform Companies Act with certain adjustments to bring these in line 
with the most recent developments in accounting principles and practice. In ~ 
this regard the Board is also pleased to find in Section 76A the requirement — 
respecting filing prospectuses limited to filing copies of such material with the | 
Secretary of State. This subject matter can otherwise well be left to be | 
regulated under provincial legislation relating to securities and to information 
filed by companies. | 


Disclosure of Purchase of Securities 


Recently, the Board has been concerned in another connection with the 
question of disclosure of the purchase of securities, dealt with in section 98, 
in such a way as to formulate a policy on this matter. The Board’s policy is 
substantially in conformity with the provision to be enacted in section 98. — 
Your attention, however, is directed to the requirement of disclosure within | 
thirty days of purchase or sale by filing a statement with the secretary. In 
some cases this could result in multiplicity of filing statements. After going 
into the matter in some detail, the Board reached the conclusion that it would — 
be sufficient to require the reporting of the transactions concerned to the ~ 
secretary before the end of the month following the month during which 
the purchases or sales took place. This would put the reporting on a monthly 
basis and limit the maximum number of reports to twelve per year. In the © 
opinion of the Board this is sufficient as it considers that the real sanction 
of the provision is the requirement to disclose rather than the precise fre- 
quency of disclosure. 


Respectfully submitted, 


As CooChystiuk. 
Legal Secretary. 


APPENDIX 
DART rE \' 
COMPANIES WITH SHARE CAPITAL 


The need for the definition of eX bpodnts receivable’ in) 's.)'3€a)” is not. 
apparent. Oy 


Grounds for cancellation of letters patent—s. 5(4) (a) 


- revised to read as follows: — 


“4, Any company that 


patent, or conferred by this Act.” 


If this revision is made, sub-paragraph (b) is unnecessary and should be 
deleted. A further reason for deleting sub-paragraph (b) is that the inclusion 
_ of the word “reasonably” negates the provisions of s. 14. Also, it is depart- 

_ mental policy to not allow inclusion, as stated objects in letters patent, of the | 
incidental and ancillary powers set out in 's, 14. 

Financial assistance to shareholders or directors—s. 15. 

Section 15 makes provision for a company making loans for certain 


under similar circumstances in the form of a guarantee, the provision of security 


could be given without the company making any financial advance. 


Commission on subscriptions—s. 16. 
ia No reason is seen why the Act should not authorize payment of com- 


or supplementary letters patent is required. 


_ Head office—s. 21 (1). a 

The inclusion of the words ‘‘which head office shall be the domicile of the 
corporation” in s. 21(1) confuses the questions of jurisdiction over the corpora- ) 
_ tion and the domicile of the corporation, which is a factual matter. Hi Sto 
ig It should be stated that the province or territory where the head office is De 
situate shall be the domicile of the company. An explanation of the history 


oes. 


Section 5(4) (a)—Grounds for cancellation of letters patent. ene Bes if 


(a) carries on any business not within the scope of its purposes or : i : ‘ 
objects, as set out in its letters patent or supplementary letters ae 


' purposes. Provisions should also be made for the giving of financial assistance EATEN 


or otherwise inasmuch as in many circumstances this may be cheaper and — ra 
more satisfactory than the making of loans, as in some cases the assistance Maia! 


missions as authorized by a by-law confirmed by some specified proportion of — ae 
the shareholders. As s. 16 is presently worded, authorization by letters patent — ae 


and reasons for this appears in Dicey’s Conflict of Laws, 7th Edition, under 


incorporated. 


Change to be sanctioned—s. 21(3). 


The last three and a portion lines in s. 21(3), which refer to a ben of 
the by-law certified under the seal of the company being filed with the 


to the earlier portion of the subsection which states that no by-law is valid — 
or shall be acted upon, etc. The subsection should be revised so that the 
_ latter portion of it, which deals with the filing and publishing of the by-law, 
is directory only. S. 87(3) of the Act illustrates a form of wording which can be 
- followed in recasting the portion of s. 21(3), which deals with Pam and 
publishing the by-law, in a form which is directory only. 


Rule 76. The Domicile of a corporation is in the country under whose law it is ifn 


Secretary of State and published in the Canada Gazette, are mandatory owing ae ie 
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Neglect to keep painted or affixed name of company—s. 23. 


Section 23, which deals with Neglect to keep painted or affixed the name 
of the company, is unnecessary and should be deleted. Sections 22 and 24, | 
which deal with the legible use of a company name, coupled with the general 
penalty section (s. 140), are sufficient for the purpose. 


Forfeiture of charter for non-user—s. 28. 


It is not clear from the use of the word “or” in the second line of s. 28(1), 
Forfeiture of charter for non-user, whether this word is used in the con- 
junctive or disjunctive sense as to not going into bona fide operation within 
three years after incorporation or not using its corporate powers for three 
consecutive years. The meaning should be clarified. 


Share certificates—s. 33. 


The entitlement of a shareholder to a share certificate without payment, 
referred to in s. 33(1), should be limited clearly to the issue of the share 
certificate on allotment. 


Particulars of issue on certificate—s. 33 (4). 


Section 33(4) should be rephrased to provide that share certificates shall 
contain notice of any conditions or restrictions which are prescribed by the 
letters patent or supplementary letters patent. Owing to the length of these 
conditions or restrictions, it is frequently impossible to state them in full 
in legible characters on the share certificate. The Act might provide that 
they should be made available on demand of a shareholder. 


By-law for reduction of capital—s. 49. 


As to s. 49, where a company has issued redeemable shares under the 
authority of letters patent or supplementary letters patent and redemption has 
been made in accordance with the terms thereof, it should not be necessary 
to take out supplementary letters patent to confirm the consequential reductions 
in capital. A subsection to this effect should be added to s. 49. In this connection 
Ss. 61 should be deleted and the Act should contain provision to the effect set 
out in s. 27 (11) and (12) of the Draft Uniform Companies Act. 


Rights of preferred shareholders—s. 59 (2). 


; The comments above respecting s. 33(4), which deals with Particulars of 
issue on certificates, are applicable in the case of s. 59(2), which deals with 
statement of the Rights of preferred shareholders on the certificates of such 
shares. 


When redemption or purchase not a reduction of paid-up capital—s. 61. 


Section 61—When redemption or purchase not a reduction of paid-up 
capital—shouid be deleted from the Act. See comments respecting s. 49 above. 


Information As To Mortgages and Charges—ss. 66-72. 


A mortgage or an instrument creating a mortgage is required to be regis- 
tered under corporations securities legislation. It should be sufficient to file 
with the Secretary of State a concise statement of the provisions of these docu- 
ments showing pertinent items such as the amounts of money, dates and 


- times, etc. 
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ae ‘The maximum fee of twenty-five cents for a copy of a trust deed, specified 
in s. 72(2), is unrealistic in view of the present cost of copies of such docu- 


s 


ments. The fee should be increased to a reasonable amount. 


7 Definitions—“Mining company’’—s. 83 (1) (b). 


The definition of “Mining company” in s. 83(1) (b) should be broadened to 


include oil companies and gas companies. 


No dividends when company is insolvent—s. 83(2). 


S. 83(2), respecting No dividends when company insolvent should 
end with the word “company” in the fourth line. Insolvency is a factual matter 
and rests upon whether or not the company is able to meet its obligations. It 
should not depend upon bookkeeping, which is envisaged in the remaining 
portion of the subsection, as it stands at present. 


Shares in lieu of dividends—s. 83(3). 


The reference at the end of s. 83(3) to a by-law which shall not have force 
or effect for more than one year from the date of its sanction is unnecessary 
and should be deleted. Also, the necessity for the directors being authorized 
by a by-law, sanctioned by at least two-thirds of the vote cast at a special 
general meeting of the shareholders, is questioned. 


Payment of dividends by company whose assets are of wasting character— 
Ss. 83(4). 
Section 83(4) deals with payment of dividends by a company whose assets 
are of a wasting character. This subsection should include reference to gas 
and oil companies, as well as mining companies. 


Qualification of directors—s. 86. 


Section 86 of the Companies Act should allow a director thirty days, 
following his election or appointment, in which to become a shareholder of a 
company to establish his qualification as a director. 


President and vice-president—s. 90(d). 


Section 90(d) respecting the election of Presidents and vice-presidents 
should be recast in a positive form to require that the president of a company 
must be appointed from among the directors. A separate section should be 
worked out to provide for the election or appointment of vice-presidents, and 
it should make clear that there may be more than one vice-president. 


Consideration for fully paid shares to be cash or fair equivalent of cash— 
Mining companies excepted—s. 99(4). 


Section 99(4), which excepts mining companies from the requirement that 
consideration for fully paid shares be cash or fair equivalent of cash, should 
be broadened to refer also to oil and gas companies. 


Notice—s. 103. 


There is a problem under the present wording of s. 103 in getting transfers 
from all co-transfer points so that a consolidated list of shareholders can be 


completed by the time for mailing notice of meetings. This problem would be 


met if there were added to s. 103 a provision to the effect that the by-laws of 


; dir 
) Bese ene the date of sandiney notice of the meeting, as he 


holders entitled to notice shall be determined. TUS: | : 
In view of the provision in s. 103(c) that all questions at any meeting of 
Pee sinldars shall be determined by a majority of votes and that other section, 
in the Act require different proportions of votes for different purposes, such as 
two-thirds for instance, the opening words of s. 103 should refer to the Acts 
as well as to letters patent, supplementary letters patent or by-laws. 
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Books—Names of shareholders—s. 107(1)(b). i 

The requirements respecting the register of shareholders should provide © 
that the names be alphabetically arranged in appropriate categories. This is 
necessary, for example, with regard to non-resident shareholders. . 


<I 


Books to be open for inspection—s. 109. ) ‘ 

The provisions respecting inspection of books in s. 109 should be qualities 
by a provision such as s. 318 of The Ontario Corporations Act, 1953. If this is’ 
done, the form of the affidavit included in s. 318(1) should be revised in para-_ 
graphs 3 and 4 to require the affidavit to set out which of the several pur- 
poses referred to in s. 318(3) for which the list of shareholders is required; 
otherwise such a provision would give little or no protection. 


Bernice of notices on shareholders—s. 136. 
and 
Time from which service reckoned—s. 137. 


Section 136, respecting Service of notices on shareholders, and s. 137 
respecting Time from which service reckoned, should be combined in the form a 
of adding the provisions of s. 137 at the end of the provisions in s. 136. 
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Chartered Accountants Building, 69 Bloor Street East, Toronto 5, Ontario 
JUNE 23, 1964. 


a “The Honourable Salter A. Hayden, Chairman 
4 and to the Honourable Members of the Standing Committee 
of the Senate of Canada on Banking and Commerce: 


The Canadian Institute of Chartered Accountants wishes to express the © a 
_ gratification of its members on the proposal to amend the Companies Act to 
_ bring it into line with the changes in Canadian business which have taken place 
since the last major revision in 1934. 


a The Institute has submitted recommendations to the Department of the aR 
i, Secretary of State from time to time in recent years for the amendment of. ee 
various parts of the Act, which recommendations have been based upon the 

experience and thinking of the members regarding the modern requirements of. pea ; 
legislation affecting business. We are naturally most pleased to see that the mae 
_ amendments to sections 115 to 124 incorporate a large number of our suggestions. _ ey 


FRENCH VERSION OF BILL S-22 


The Institute wishes to draw attention to the fact that the French version 
of Bill S-22 contains certain expressions which do not reflect modern Canadian 
‘practice. A quick review of sections 115 to 124 brought out the following tech-  __ 
nical terms which do not seem to correspond to Canadian practice. (An ae a 
tive is suggested between parentheses) 

Ecritures comptables (documents comptables) 

Etat des finances (état financier) 

Excédent (surplus) 

Fidélement (équitablement) 

Prévisions (provisions) 

Excédent provenant des versements de capital (surplus ase 

Capital d’€mission (capital émis) 

Procédés (pratiques) 

Holding company (compagnie-mére) 

Donne un apercu exact (présente équitablement) nd 
Mi We are enclosing a lexicon published by The Canadian Institute of Chartered Aa 
_ Accountants in 1963 ‘“Termes- -Comptables/Accounting Terms” along with a 
- companion book “Terminology for Accountants’. We will be pleased to make a 
_ detailed review of the French version of the Bill if requested. 
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aa Section 21 


This section amends section 52 of the Act. We believe it in order that the i 
Secretary of State ask for a statement by the auditor as to whether or not the 
debts or claims against the company have been discharged, determined or a 
secured. We think, however, that if a certification is to be provided that the aa 


consent of each creditor has been obtained it would be more practical if this 


certification were made by the officers of the company rather than by the 
auditor. We were surprised to read the comment in the Bill that this was “the 
present practice”. This is not the experience of the members of the Institute’s 
Committee on the Companies Act. We recommend, therefore, that the lines 
8 and 9 be amended by deleting the words “by the certificate of an auditor”. 


Section 25 


This sections amends and is somewhat similar in terms to the previous 
section 61. 


Section 61 of the Act can be interpreted as providing, in effect, that where 
redeemable preferred shares are redeemed other than from the proceeds of a 
new issue of shares, an amount equal to the par or stated value of the shares 
redeemed shall be transferred from earned surplus and designated as “capital 
surplus’, which is a term that does not have any accepted connotation in 
current accounting usage. In recent years, due principally to tax legislation, 
section 61 has been called into play in situations for which it was not designed. 
The main object of the section as we understand it is to protect the creditors’ 
security while at the same time making possible a reduction in the stated issued 
capital without a formal reduction which would involve the approval of the 
Secretary of State and the issue of supplementary letters patent. This protection 
has been achieved by requiring the retention as “capital” surplus of an amount 
equal to the reduction in issued capital. What the existing legislation and the 
proposed amendment fail to recognize is that preference shares may have been ~ 
created out of accumulated earnings, that is they may have been issued asa 
stock dividend. This indeed has been a common practice over the last few years 
and it is evident that the redemption out of earnings of such shares in no way 
impairs the subscribed capital. 


In our view there is no need for one set of rules for redeeming shares issued _ 
as a stock dividend and another set of rules for shares issued for capital sub- 
scriptions. We believe that the present legislation provides unnecessary and — 
cumbersome restrictions which may be expensive to the shareholders without 
providing any additional safeguard for the creditors. 


The main object of section 61 of the Act could still be achieved if section — 
61 were deleted and replaced by a general provision such as section 31'(1) “of 
the Draft Act, which permits the company to redeem preference shares by more 
convenient procedures. It has been suggested that to so amend the Act could @ 
seriously weaken the position of creditors and thus imperil the whole concept of — 
limited liability upon which a very large part of our economy rests. We are of 
the opinion that the interests of creditors would be adequately safeguarded by 
provisions such as those contained in section 35(1) of the Draft Act. The 
experience of the last ten years under the Ontario Corporations Act appears to — 
indicate that the simpler approach to this problem is workable and does not 
prejudice the interests of creditors. 

We recommend that section 61 of the Act should be deleted and substituted © 
by sections 31(1) and 35(1) of the Draft Act, which read as follows: 


31(1) The charter may provide for the redemption by the company of any — 
preference shares at the request of the holder thereof, or for the — 
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redemption by the company of all preference shares of a class at the 
request of any number or proportion of the holders thereof. 


eS se 35(1) A company shall not redeem shares or purchase shares for cancella- 
~ tion under sections 49 to 58*, if the company is insolvent or if the 
4 redemption or purchase would render the company insolvent. 

i Section 34 


This section amends sections 115 to 124 of the Act. 


_ We note with considerable satisfaction that the disclosure requirements are 
_ in accordance with our recommendations and that in the words of the comment 
in the draft they will enable corporate accounting to accord with generally 
_ accepted accounting principles. In particular, we are pleased to see that the 
_ proposed amendments in so far as they affect disclosure refer to all companies, 
that is both public and private companies. We understand that there has been 
f some objection raised to the proposal that legal requirements governing dis- 
_ closure in the financial statements of private companies should be identical with 
_ those of public companies. In our view, no possible argument can be advanced 
_ that the shareholder of a public company should be entitled to receive a fair 
: presentation while the shareholder of a private company receives something 
rather less than a fair presentation. The minority shareholder of a private com- 
pany is not infrequently more in need of protection than his counterpart in a 
; public company. One of the reasons for this is that the shareholder of a public 
company usually can find a ready market through which to dispose of his 
holdings if he is dissatisfied, whereas the shareholder of a private company may 
_ well find himself unable to sell and thus be locked in. Furthermore, the financial 
statement of a private company is frequently made available to third parties 
for various purposes, such as for credit or possible sale. In these circumstances 
too, we believe it to be equally important that the third party be provided with 
_a financial statement drawn up in accordance with such minimum standards. 


Fears have been expressed that an undue burden would be placed on private 
companies if they were forced to comply with the recommended standards of 
disclosure. In our opinion these fears have no foundation. That this is so is 

clearly demonstrated by experience in Ontario where, under the Corporations 
Act, enacted in 1953, such standards of disclosure have applied to private com- 
panies for the past ten years, and by the measure of acceptance accorded by 
_business to a statement issued some six years ago by the Committee on Account- 
ing and Auditing Research of this Institute. In this statement the standards of 
disclosure that we advocate be incorporated in the law are set forth as the 
“minimum standards necessary to conform with acceptable practice. 


Section 124(6) 


The time element specified by this subsection should read “not less than 
seven days” rather than “not more than ten days’. We believe the intention is 
to require that a certain minimum period of notice be given to the company 
asking the auditor to attend the annual meeting rather than excluding such 
request because it is made more than ten days before the meeting. 


Section 35 


This section amends section 125, subsections (1) to (3). We believe that 
the summary referred to should be certified by the directors or officers of the 
company and that since this is a purely corporate affair the auditors should not 
be required to be a signatory to such a return. We recommend, therefore, that 
on line 39 the words “and by the auditor of the company” be deleted. 


* Sections 31, 32 and 33 of the Draft Act, respecting the redemption or cancellation of shares. 
21041—5 
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Section 36 | ? 
This new section gives the Secretary of State power to request almost any 
information that occurs to him regarding the affairs of the company. It would — 
also require the company to disclose much detailed information that is not | 
required by other sections of the Act to be disclosed either to the public or to 
the Secretary of State. We recommend that the section be amended to modify — 
the type of information that can be required and to provide for some reasonable © 
time limit in supplying such information so sought. 


aoe 


Section 37 | 


This section provides for the amalgamation of companies. We recommend — 
that consideration be given to extending the amalgamation provisions to provide 
for the malgamation of two or more companies incorporated under different 
jurisdictions. If the amalgamation provisions are to be of the widest general 
benefit companies incorporated in different jurisdictions should be able to 
amalgamate, one with the other. The possible approach to this problem has been : 
set out in the Draft Act, the Ontario Corporations Act and the New Brunswick — 
Act. In these cases the provision is made whereby a company incorporated 
under one jurisdiction may obtain letters patent to continue as if it had been — 
incorporated under another jurisdiction. Having achieved status under another 
jurisdiction, a company is then in a position to amalgamate with another com- 
pany subject to that jurisdiction. You will appreciate that we do not feel our- 
selves qualified to form an opinion as to whether or not this approach is 
constitutionally sound, but, in the event that it is, we would support incor- — 
poration in the Act of provisions along the lines of sections 112 and 113 of the 
Draft Act which read as follows: 


112. (1) Any company. incorporated otherwise than by letters patent 
and that at the time of its application is a subsisting company may — 
apply for letters patent continuing it as if it had been incorporated | 
under this Act, and the Secretary of State may issue such letters — 
patent continuing it as if it had been incorporated under this Act. 


(2) Where a company applies for the issue of letters patent under sub- _ 
section (1), the Secretary of State may, by the letters patent, limit or | 
extend the powers of the company, name its directors and change its © 
corporate name, as the applicant desires. : 


(3) A company incorporated under the laws of any jurisdiction other — 
than (insert name of jurisdiction) may, if it appears to the Secretary 4 
of State to be so authorized by the laws of the jurisdiction in which — 
it was incorporated, apply to the Secretary of State for letters patent j 
continuing it as if it had been incorporated under this Act, and the ; 
Secretary of State may issue such letters patent on application Il . 
supported by such material as appears satisfactory, and the letters j 
patent may be issued on such terms, and subject to such limitations — 
and conditions, and contain such provisions, as appear to the Secre- — 
tary of State to be proper. ) 


(4) The Secretary of State shall cause notice of the issue of letters patent 7 
under subsection (3) to be given forthwith to the proper officer of | 
the jurisdiction in which the company was incorporated. 


113. A company incorporated under the laws of Piceet name of juris- — 
diction) may, if authorized by a special resolution and by the laws ; 
of any other jurisdiction, apply to the proper officer of the other 4 


ti : iment of continuation: continuing es com- 
as” if ite Te een incorporated under the laws of the other | 
_ jurisdiction, and on and after the date of the instrument of continua- 
_ tion the company becomes an heats corporation. — is 


Section 41 


4 This consequential amendment should perhaps include in section 147(1) (e) ‘ 
a reference to section 116. If this is done the directors of every Part II company | ¢ 
will have been required to place the financial statements and the report of the - NF 
:: ditor before the annual meeting of the company. 


_ Since Part II companies are non-profit organizations it might be ape 
to give the companies somewhat more leeway in the appointment of auditors — iy 

an provisions in this respect provide for Part I companies because these 
pointments are often of an honorary nature. 


bs section 123(1) provides that the auditor cannot be a director, officer, aay 
‘employee of that company or an affiliated company or a partner, employer or ay 
employee of any such director, officer or employee. Pa 


, a rh 


Subsection (2) allows for the appointment as auditor of a private compara 

someone who is otherwise restricted provided there is an unanimous vote of bs ” 

shareholders. mie ne 

_ Subsection (3) requires the auditor to indicate in his report to the share-— ei 
holders if there is any affiliation of the nature referred to in subsection COs 

a We suggest, therefore, that the reference to section 123 be deleted and that : 


the provisions of Part II be adjusted to require “that the auditor shall indicate he 
in his report to the shareholders on the annual financial statements of the 


I 


y 
4 p . 
Re 


iad or a partner, employer or employee of the director, officer or employe ‘ : 
such is the case’’. oh 


Respectfully submitted, 


, _  G. P. Keeping, FCA, 
a Chairman, 
7 Companies Act Committee. 


a Committee Members 


ni R. B. Dale-Harris, FCA, T. A. M. Hutchison, FCA, 
Y C.-L. King) FCA, 


Ke 4 nage + 5 pee, Posh LS 5 ay oh 
OMMITTER 2 60 gue 
we | \ } ; £ 

‘ f be 


_ STANDING C 


APPENDIX “H’" | ah eae 


SUBMISSION 
of 
THE CANADIAN MANUFACTURERS’ ASSOCIATION | 
to the 
STANDING COMMITTEE ON BANKING AND COMMERCE 
of the 
SENATE OF CANADA 
with respect to 


BILL S-22, AN ACT TO AMEND THE COMPANIES ACT 


July 1964, 


THE CANADIAN MANUFACTURERS’ ASSOCIATION 
67 Yonge Street, Toronto 1, Ontario 


July 16, 1964. 


The Honourable Salter A. Hayden, 

Chairman, 

And Members, 

The Standing Committee on Banking and Commerce, 
The Senate of Canada, 

Ottawa, Canada. 


Honourable Senators: 


The Canadian Manufacturers’ Association appreciates and welcomes this 
opportunity of presenting its views on Bill S-22, An Act to amend the Com- 
panies Act. | : 

The Canadian Manufacturers’ Association is a non-profit, non-political 
organization of manufacturers, both large and small, in every line of manu-— 
facturing industry from Newfoundland to British Columbia who are joined 
together to consider and take action on their common problems. Founded 
93 years ago, the Association has over 6,000 members representing about 75 
percent of Canada’s total manufacturing output and who are located in over 
600 cities, towns and villages. Over three-quarters of the Association’s member 
firms employ less than 100 persons. 


The provisions of the Companies Act are of concern to the Association, 
since a large number of its members have been incorporated under it and are 
subject to its requirements. It is appropriate for manufacturers to incorporate 
under the Companies Act because in most instances they carry on business 
in more than one province. ‘a 
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s ‘The Association respectfully submits the following comments on those of 
he proposed amendments to the Companies Act contained in Bill S-22, which 
n its view should not be enacted in their present form: 


1. Section 5(2) of Bill 


This section provides for the replacement of section 5(4) of the Com- 
panies Act and in effect adds new paragraphs (d), (e) and (f). It is respect- 
_ fully submitted that new paragraphs ( d), (e) and (f) should be deleted from 
o the proposed amendments for the following reasons: 


cy (i) The proposed paragraphs (d), (e) and (f) could have retroactive 
 - effect and in the case of paragraph (d) the failure to hold annual 
* meetings could not be remedied. 

; (ii) There is no provision for advance notice from the Secretary of 
Mg State nor any period provided during which the default could be 
oe remedied. 


i (iii) Section 35(3) of the Bill provides for the enactment of new sub- 
$ sections (10), (11), and (12) of section 125 of the Companies Act 

and it is submitted that these proposed new subsections provide 
‘ adequate remedy with respect to the situation dealt with in pro- 
“4 posed paragraph (f) of section 5(4) of the Companies Act. 
Pe 


(iv) Adequate remedies are available under the Companies Act to share- 
: holders who feel that an annual or other meeting of shareholders 
should be convened. 


| Alternatively, with respect to the proposed new paragraph (d), it is sub- 
_ mitted that provision should be made whereby the Secretary of State or the 
_Attorney General could order an annual meeting to be held within a specified 
_ period following which the proposed application to a court for a winding up 
_ order might be invoked. | 
ag It is further submitted that in any event if a winding up were ordered under 
_ the provisions of the proposed revised subsection there is no justification for the 
_ proposed new subsection (5) which would enable the court to impose the costs 
_ of winding up on the directors or any of them. 


2. Section 7 of Bill 


In subsection (3) of section 7, it is proposed to amend section 8 of the 
_ Companies Act by adding a new subsection (5). Having regard to the explana- 
_ tory comments which indicate that this subsection is intended essentially as a 
convenience to applicants, it is suggested that the proposed subsection be 
amended by the insertion after the words “agent may” in the 3rd line, of the 
words “with the consent or approval of the applicants.” 


i 3. Section 8 of Bill 


It is submitted that the words “or supplementary letters patent” should 
_ be inserted in the proposed new section 10 of the Act immediately after the 
_words “letters patent” wherever they occur. 


4. Section 9 of Bill 


Section 5 of the Companies Act which is amended by section 5(1) of the 

Bill makes it clear that a company comes into existence solely as a result of 
the grant of a charter. The proposed new section 11 of the Act set out in section 
9 of the Bill establishes the date of incorporation. Since it is the actual grant 

_ of the charter which brings the company into existence, doubts have arisen as 
_to whether or not acts done by a proposed Board of Directors after the date 


i 
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ee! 


e 

ne 

a ‘ 
A 


__ fixed by the Companies Branch as the date which the letter atent 
it but before the actual issue of such letters patent, are, notwithst 


ar 


wording in section 11, valid. It is respectfully submitted that the pr 


section 11 of the Act should be amended to provide such validity. — 


5. Section 10(1) of Bill ee a 


The Association supports the following submission made in respect of this 
section by Mr. Allan Graydon, Q.C., in his brief dated 26th May 1964: i 


“We do not understand the intent or the effect of the proposed ney rs 
section 12(1) which, after providing that the letters patent or supple-— 
mentary letters patent may provide for shares of more than one class 
and for any preferred, deferred or other special rights etc., states that: 

“no such rights, restrictions, conditions or limitations shall permit a al 

alteration of the capital of the company in any manner other tha an 

by supplementary letters patent issued pursuant to sections 48 to 58 

or section 126 as the circumstances of the case may require’”’. ‘ 


We submit 


(a) that if preferred shares be issued convertible into common shares 
and if the right or conversion be exercised, the capital of the compan yo 
would be altered by the consequent issue of common shares and the 
retirement of preferred shares; and 


(6) likewise, that if preferred shares be issued subject to redemption and. 
be redeemed, the capital would be altered notwithstanding that by 
section 61 of the Act a capital surplus resulted. "i 


We suggest that the quoted phrase should be carified”. 


6. Section 10(2) of Bill Mg 


Subsection (2) of this section is to replace section 12(7) of the Companies 
Act. It is assumed that the words “commencement of this subsection” which 
appear at the end of the proposed replacement subsection will before passage of 
the Bill be replaced by the appropriate date. Similar wording is noticed in section 
13 of the Bill proposing a new section 16A (4) of the Companies Act and in 
section 30 of the Bill amending section 77(1) of the Act. id 


i 
a’ 


7. Section 13 of Bill 


It is suggested with respect to subsection (2) of the proposed new section 
16A of the Act that the replacement of the words “a company” in the fourth line 
of subsection (2) by the words “a holding company” would tend to avoid any 
possible ambiguity. a 

oS 


8. Section 17 of Bill 


We are informed that section 508 of the Business Corporation Law of the 

State of New York and section 12 of the newly revised Quebec Companies A t 
how provide for the right to attach a summary of the various preferences 
rights, conditions, etc., together with a statement that full particulars are 
available on request to the company, instead of requiring the reproduction in 

_ full of the various preferences, rights etc. It is submitted that in view of the 
complexity of such matters, similar provision might well be made in the pro- 
posed new subsection (4) of section 33 of the Ac aH 


i 


=e are yeas ae protean oe the provisions of the proposed. gubeccnon 
ad is suggested that the unanimous approval proposed in the new subsection. 


10. Section 25 of Bill 


The Association supports the following submission made in respect of this 
tion by Mr. Allan Graydon, Q. C., in his brief dated 26th May 1964: ; i 


“It is proposed by section 25 to rewrite the present section 61 oy 
the Act. Ba 


The effect of the proposed section 61, as we construe iL, 1S: tO rosetta 
the redemption or purchase for cancellation of preferred shaves so that 
they may be redeemed or purchased only out of ascertained net profits nee 
of the company set aside by the directors and available for the purpose | 
as liquid assets. It also provides that the surplus resulting from the . 
redemption or purchase for cancellation shall be designated as capital 
surplus. The resulting capital surplus is not to be reduced or distributed © 
except as a consequence of a reduction of capital under other provisions — 
of the Act. The effect of the new section 61 is somewhat similar in sub- — 
stance to the old section. 


an 


ey Under The Corporations Act of Ontario there are no similar restric- _ 
tions and no requirement for a capital surplus and where preference: oo 
me shares of an Ontario company are redeemed or purchased they are to be a 

-_ ¢ancelled and the authorized and issued capital is thereby decreased— : 
oe section 27 (13) of The Corporations Act of Ontario. 


B. We submit that the scheme of the Ontario Act is retreat a 
rs more realistic than the provisions of the Companies Act, and particularly — 
the proposed section 61. The limitation on the Pena or purchase for 
cancellation of preferred shares under the present section 61 of the Act | 
or the proposed section 61 serves no useful purpose save the payment of r 
mn! a nominal fee to the Department of the Secretary of State for Canada for ‘ a: 
letters patent reducing the capital to the extent of the capital surplus. a 


Aye ae 
(aM Wiis 


We suggest that, since extensive amendments to the Companies ii 
Act are now being considered, advantage be taken of the opportunity 
* to revise the scheme of the Gombanics Act as regards the redemption or 
Be purchase of preferred shares and to adopt provisions corresponding to 
Mi those in The Corporations Act of Ontario. We recognize, however, that 
this would require, not only the elimination of section 61, but certain 
other consequential amendments.”’ 


11. Section 29 of Bill 


present provisions. Home no pete is made for those cases areas an i 
offer is made to the public ow a company’s securities in any province or any 
| proreign country where it is not required by law to file with a public athena a A jy 
therein | prospectus, or where the particular offer is exempt by the Re Maheaty 
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the company concerned be permitted to file a certified sworn copy of the docu- 
ment filed in the province or foreign country or in the alternative that the period 
of time be extended. 


12. Section 31 of Bill 


The Association supports the following submission made in respect of this 
section by Mr. Allan Graydon, Q.C., in his brief dated 26th May 1964: 2 


“It is proposed by section 31 to rewrite section 84 which provides for | 
the management of the affairs of a company by a board of directors. If4 
the existing conception that the board must consist of a fixed number of. 
directors is to prevail, then we consider that the proposed revision is — 
beneficial. -_ 

We submit, however, that consideration should be given at this time © 
to making provision for a board of a fluctuating number which is the ;, 
practice commonly prevailing in England. The minimum number would > 
have to be three; the maximum number could be established by theg 
by-laws of the company; and provision could be made that the actual 
number would be established by the board of directors from time to ; 
time subject to such minimum and maximum.” 


1% 


13. Section 32 of Bill 


In view of the comparative multiplicity and diversity of officers of com-— 
panies today and of the difficulty of determining precisely who is an “officer”, — 
it is respectfully submitted that the first two lines of the proposed new section — 
98 (1) of the Act should be revised as follows: q 


“where a director of a company or any officer or shareholder thereof 
controlling more than ten” 


ray" 


Subsection (1) of the proposed new section 98 provides in the last four 
lines thereof that a book “shall be available for inspection’’. Subsection (2) of | 
the proposed new section 98 provides that the directors “shall present to the 
shareholders of the company at each annual meeting thereof a statement’’. It is 
suggested that ambiguity may be avoided by replacing the words “shall present” — 
in proposed new section 98 (2) by the words “shall make available”. 


i> 
+ 


14. Section 34 of Bill 


This section proposes the repeal and replacement of sections 115 to 124 | 
of the Act. In the proposed new section 115 and elsewhere in these sections — 
reference is made to “proper books of account and accounting records’’. In | 
view of the progressive and continuing replacement of books of account by | 
accounting records it is respectfully submitted that the words “books of account : 
and accounting records” where they occur should be replaced by “accounting — 
records’’. 


It is respectfully submitted that subsections (2), (8), (4) and (5) of them 
proposed new section 115 of the Act should not be enacted but that subsections — 
(2) and (3) of the present Act should be retained. The location of the account- — 
ing records of a company would seem to be a matter of internal management — 
and not a matter for the operation of the discretion of the Secretary of State — 

The proposed sections 116 to 120 inclusive impose an onerous burden upon — 
private companies. The proposed new Manitoba Companies Act provides in 
section 96(4) thereof as follows: 


“With the consent in writing of all shareholders, a private company > 
may dispense with the requirements under sections 97 to 100 in respect 

of any particular financial statement specified in the consent, except 
that the financial statement shall be drawn up so as to present fairly — 


Maras eee Com ou rn PN Fey ALL Fue oti a | Crome ete oe Lemans 77 Ree 0 pac , tet 
ae abe ie in Aro ee ete Be ply Pree thors ou 2 wy death 
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the results of the operation of the company for the period covered by 
the statement.” ) | 


It is respectfully submitted that a similar provision should be included in the 
present bill possibly as a new subsection (4) of the proposed new section 116 
f of the Act. 


With respect to the proposed new section 117(1) (a), it is suggested that 
the application to the chief justice or acting chief justice as well as the require- 
ment that he be satisfied that disclosure of this information “would be detri- 
mental to the interests of the company” are too limitative. It is respectfully 
submitted that the reference might with advantage be made to “the court in the 
province in which the head office of the company is situate” (Cf. section 128(1) 
of Act), rather than to the chief justice or acting chief justice, and further- 
_ more that the authority of the court to authorize such omission should be 
_-unrestricted. 


With reference to the proposed new paragraph (j) of subsection (1) of 
section 117 of the Act, while other benefits and emoluments might be considered 
for retention, in view of the complicated pension fund arrangements frequently 
encountered it is suggested that no really useful purpose is served by a require- 
ment to include contributions to pension funds in remuneration reported. for 

_ directors and officers. It is therefore urged that this requirement be deleted. The 
same submission is offered with respect to paragraph (j) of subsection (1) of 
section 120 of the Act. 


With respect to the proposed new section 121F(1) of the Act it is respect- 
fully submitted that the shortness of the period of time provided imposes an 
unnecessary burden on the companies. It is suggested that the present practice 
as set out in section 121(1)(a) of the present Act has operated satisfactorily 
and should be continued. 


With respect to subsection (5) of the proposed new section 124 of the 

Act, it is suggested that this provision respecting the right of the auditor to 

attend meetings imposes an undue burden particularly on private companies. 

It is respectfully submitted that this subsection (5) should be replaced by 

subsection (2) of section 124 of the present Act or in the alternative that a sub- 

_ section be added to the proposed new section 124 similar to subsection (6) 
_ of section 95 of the proposed new Manitoba Act which reads as follows: 

“With the consent in writing of all the shareholders a company may dis- 

- pense with notice to the auditor in respect of, and his attendance at, any 

particular meeting specified in the consent.’ 


15. Section 35 of Bill 


The Association supports the following submission made in respect of this 
section by Mr. Allan Graydon, Q.C., in his brief dated 26th May 1964: 


“It is proposed by subsection (1) of section 35 to repeal subsections 
(1) to (3) of the present section 125 of the Act and to substitute there- 
for new subsections (1) and (2). By the new subsection (2) it is pro- 
posed to provide that the annual summary to be filed on or before the 
Ist day of June in each year shall be “signed and certified by a director 
or an officer and by the auditor of the company”. (The underlining is 


ours). 
We submit that the requirement that the annual summary be certi- 

fied by the auditor should be deleted on the following grounds: 

(a) it removes from the corporate directors or officers the ability to 
comply with section 125; and 

(b) it has the effect of requiring the auditor to certify to matters of 
law.” 


4s Peay + Ea 


The Association supports the following submission made in r 


“It is proposed by section 36 to enact a new section 125A which 


require any company to make a return upon any subject connected 


with its affairs within the time specified in the notice and that on default 4 
in making such return every director of the company is guilty of an 


offence. 


We submit that the proposed section 125A should not be enacted 
on the grounds: 


(a) it is unduly burdensome; 
(b) the length of notice given might not be sufficient; and 


(c) there is no requirement that the information be held confidential to a 
the Secretary of State although the subjects to be dealt with might a 


be such that they should not be made public or communicated to 
another department of the government. For example: the amount 


of sales or gross revenue might be required to be disclosed not- _ 


withstanding that, pursuant to the proposed new section 117(1) (a), 


the Chief Justice or acting Chief Justice of the court of the ap= 4 
propriate province had authorized their omission from the financial _ 


statements of the company. 


Alternatively: 


provide: 


(a) for a minimum notice of three months; and 


(b) that the information disclosed by the return be confidential to the | 


Secretary of State.” 


17. Section 37 of Bill 


It is considered with respect to proposed section 128A that the require-— 
ment of a court order in addition to the approval of 75% of the votes of the © 
shareholders is an unnecessary and undesirable feature for the following 7 
reasons: 


(1) The affirmative vote of 75% of the shareholders of both companies 4 
to the amalgamation is convincing evidence that the amalgamation a 


is fair to the shareholders of both companies. 


(2) In the event the amalgamation is unfair to a minority as a result © 
of fraudulent tactics on the part of the majority as opposed to t 
commerial considerations, resort to the courts is open to a minority. ac 


(3) The requirement of a court order, which can be made subject to 
such terms and conditions as the court thinks fit, casts uncertainty 
on a commercial transaction. 


(4) Added to the uncertainty of court approval, the Minister retains the 4 
prerogative of issuing or not issuing the necessary letters patent to J 


confirm the amalgamation agreement. 


(5) The necessity of obtaining a court order to effect an amalgamation © ’ 
in the interests of the shareholders as a whole of both companies can 


oo | saatiiagr utd 
section by Mr. Allan Graydon, Q.C., in his brief dated 26th May, 1964: 


‘ 


x 
i 
- 


would provide that the Secretary of State may at any time by notice © 


y 
Baty) 


We submit that the proposed section 125A should be amended to — 


afford a small minority the opportunity of harassing the vast — 


majority. 


id eit a iC chereee nee Ora ae at of the company agi 
by failure of the company or a director, officer or employee » Hl 
perform any duty imposed by the Act, to apply to the court 
order eee the company, director, officer or employee to 


grounds: 


(a) the word “duty” is so broad as to embrace almost ae 
under the Act it is the ee of the board of directors to fis 


corporate practice requires disclosure; 


(c) the section will invite litigation by individual shareholders who Ww ) 
not be suing on behalf of a class and, thus, a company of 


actions based upon alleged, if unsound, grievances; 


(d) the tendency of those attacking the management of a com 
would be to use ‘men of straw” for the purposes of such sag! 
who could not respond to any court costs awarded against them. 


. Respectfully submitted, Be 
a THE CANADIAN MANUFACTURERS’ ASSOCIATION 


Ne J. C. Whitelaw, 
i | Executive Vice-President and 
General Manager. 
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ORDER OF REFERENCE 


Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
May 20, 1964. 


“Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Vien, P.C., seconded by the Honourable 
Senator Bradley, P.C., for second reading of the Bill S-22, intituled: “An Act 
to amend the Companies Act’’. 


After debate, and— 
The question being put on the motion, it was— 
Resolved in the affirmative. 


The Bill was then read the second time. 


The Honourable Senator Connolly, P.C., moved, for the Honourable Sena- 
tor Vien, P.C., seconded by the Honourable Senator Hugessen, that the Bill be 
referred to the Standing Committee on Banking and Commerce. 


The question being put on the motion, it was— 
Resolved in the affirmative.” 


J. F. MAcNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 
THURSDAY, July 23rd, 1964. 


Pursuant to eaiourinent and notice the Standing Committee on Banking 
and Commerce met this day at 9.30 a.m. 


—— 


Present: Honourable Senators: Hayden (Chairman), Aseltine, Beaubien 
(B edford), Blois, Bouffard, Brooks, Burchill, Cook, Croll, Fergusson, Gershaw, 
_ Hugessen, Irvine, Isnor, Kiniew Pane. Leonard, McLean, Molson, Pearson, 
moo}; Reid, Smith (Kamloops), Thorvaldson, Vaillancourt and Willis—26. 
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In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentne 
Counsel. 


eRe ee 


Consideration of Bill S-22 “An Act to amend the Companies Act”, was _ 
_ resumed. 
: The following witness was heard: 


| Mr. Louis Lesage, Q.C., Director, Companies and Corporations Branch, 
; Department of the Secretary of State. 


: The Committee postponed further consideration of the said Bill. 

| At 11.50 am. the Committee adjourned to the call of the Chairman. 
Attest. 

q F. A. Jackson, 

; Clerk of the Committee. 


127 


’ 
“ 


b-. 
ys 


THE SENATE 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 


EVIDENCE 
Ottawa, Thursday, July 23, 1964. 


The Standing Committee on Banking and Commerce, to which was re- 


- ferred Bill S-22, to amend the Companies Act, met this day at 9.30 a.m. to 


give further consideration to the bill. 
Senator Salter A. Hayden (Chairman) in the Chair. 
The CHAIRMAN: Honourable senators, we have a quorum. Today we have 


; before us Bill S-22, and we have reached the stage in consideration of this 
_ bill where we have heard what I could call the outside evidence. I would pro- 


pose this morning that we hear Mr. Lesage and get his viewpoint on changes 
which were suggested or objections taken by some of the outside witnesses to 


the amendments in the form in which they were presented to us. 


'Mr. Lesage, how would you like to proceed? 


Mr. Louis Lesage, Q.C., Director, Companies and Corporations Branch, Depart- | 


_ ment of Secretary of State: I have had a copy only this morning of the report of 


the last meeting on Bill S-22. I had prepared a few notes before that, and I 


_ wonder if you would agree that I take first from my notes the remarks I 
_ prepared for this bill. Thereafter I am afraid I shall have to go through last 


week’s report and take a complete look at it. 

The CHAIRMAN: We may not get too far. I am sure all those present will 
remember last week’s report and will provide the spur. 

I was wondering, senators, whether the best way to deal with this would 
not be to take the briefs presented and the various sections they dealt with, 


and let us take the changes or suggested changes or criticism of the various | 
_ proposals and ask Mr. Lesage what he has to say about them. Let us start 


with the brief submitted by the Canadian Institute of Chartered Accountants. 
There I notice the first item referred to is section 21 of the bill, amending 


section 52 of the act. Here the chartered accountants have said: 


We believe it in order that the Secretary of State ask for a state- 
ment by the auditor as to whether or not the debts or claims against 
the company have been discharged, determined or secured. We think, 
however, that if a certification is to be provided that the consent of each 
creditor has been obtained it would be more practical if this certification 
were made by the officers of the company rather than by the auditor. 
We were surprised to read the comment in the bill that this was “the 
present practice”. This is not the experience of the members of the 
Institute’s Committee on the Companies Act. We recommend, therefore, 
that the lines 8 and 9 be amended by deleting the words “‘by the certificate 
of an auditor’’. ) 


Now, what have you to say about that, Mr. Lesage? 


Mr. LESAGE: I agree with them that it should be deleted. 


The CHAIRMAN: Well, that did not take very long. 
The next section dealt with in the brief of the Chartered Accountants is 
section 25. This is commented on in all the briefs that have been submitted. 
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This is section 25 of the bill, which repeals section 61 of the act and substitutes © 
therefor a new section 61. Section 61, as I recall it, deals with the redemption ~ 
of shares out of ascertained net profits specifically set aside. We have had a by: 
lot of discussion on this. Section 61 is a long section, but it really requires re- — 
demption of preferred shares out of ascertained net profits which are in 
liquid form and set aside for this purpose. Then the paid-in capital that you 
receive for the shares after they are redeemed becomes a capital surplus, 
and you cannot deal with it in any way until you get supplementary letters 
patent. The chartered accountants say: 


The main object of the section as we understand it is to protect the 
creditors’ security while at the same time making possible a reduction 
in the stated issued capital without a formal reduction which would 4 
involve the approval of the Secretary of State and the issue of supple- 
mentary letters patent. 


Then they go on to say: 


What the existing legislation and the proposed amendment fail to 
recognize is that preference shares may have been created out of 
accumulated earnings, that is they may have been issued as a stock 
dividend. This indeed has been a common practice over the last few 
years and it is evident that the redemption out of earnings of such shares | 
in no way impairs the subscribed capital. 

In our view there is no need for one set of rules for redeeming 
shares issued as a stock dividend and another set of rules for shares 
issued for capital subscriptions. We believe that the present legislation 
provides unnecessary and cumbersome restrictions which may be 
expensive to the shareholders without providing any additional safeguard 
for the creditors. 


What have you to say about that, Mr. Lesage? I might just point out to the 
committee that the recommendation of the chartered accountants is that 
section 61 be deleted and substituted for by sections 31(1) and 35(1) of the 
draft act. They are referring there to the Draft Uniform Companies Act. The 
wording of what they suggest in substitution is: 

The charter may provide for the redemption by the company of any 
preference shares at the request of the holder thereof, or for the redemp- 
tion by the company of all preference shares of a class at the request 
of any number or proportion of the holders thereof. 


And then again: 


A company shall not redeem shares or purchase shares for cancel- 
lation under sections 49 to 58— 


Those are the capital redemption sections. 


—if the company is insolvent or if the redemption or purchase would 
render the company insolvent. 


Can we have your comment on that, Mr. Lesage? 


Mr. LESAGE: My first comment is that our Companies Act is derived from 
the English Companies Act, and also from the English common law on cor- 
porate matters. In England they have not as yet recognized the system which 
was adopted by Ontario, and which comes from American practices and 
American laws. The latest author I have read from England is “Gower on 
Corporate Law,” who indicates very clearly that in England they still maintain 
that the capital stock of a company cannot be decreased without the authority 
of a court. This authority in Canada is vested in the Department of the 
Secretary of State. In England they have exactly the same exception as we 

have in our section 61. They have that in the English Act. ; 
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: Senator Reip: Is “England” a proper word to use instead of ‘‘Britain’’? 
_ -Mr. Lesage: Yes, Britain. | | | 
- Senator Rerip: When you say ‘Britain’? you include Scotland and Wales. 
_ Mr. LesacE: Well, that is the British Companies Act. The principle in 
section 61 is derived from England. To adopt the views of the chartered 
accountants, and even of the Canadian Bar and all those associations which 
were represented here, would be to make a strong departure from our cor- 
porate law system. However, we have to realize that we are part of North 
America, and that our capital is influenced to a large extent by American 
. capital. The American people—and we can realize that in our daily administra- 
i tion of the act—hardly understand our restrictive law which we have main- 
_ tained up to date, and which is still maintained in England. 
On other hand, practising lawyers and chartered accountants and repre- 
sentatives of the Canadian Manufacturers’ Association have evidently been 
influenced, and will be more and more influenced, by the American system by 
which capital can be decreased if it does not render the company insolvent, 
_ but what I am a little worried about is that they suggest no definition for 
4 “insolvency”. Therefore, according to those views, I wonder how the line 
_ between solvency and insolvency can be determined. 
: A company can very well say: “I am solvent according to the Bankruptcy 
Act,” or by taking other standards it can say it is solvent, and thus there is 
no way to draw the line. I am afraid that this might open the door to some 
decreases in capital which would really affect the rights of the creditors and 
shareholders. 

Senator BOUFFARD: What about the consent of the creditors and share- 
holders? If you had the consent of the creditors and shareholders there would 
be no objection to it, would there? 

Mr. LESAGE: I am not too much worried about the shareholders themselves 
because they know that when they are issuing preferred shares at the time they 
are promoting the company. I would say that since they permit the issue of 

preferred shares they readily admit that their investment is affected, or may 
be affected. 

_ But, on the other hand, I think it is pretty hard to go completely across 

that almost general intention expressed by associations like the Canadian Bar 


<< 
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fore, I think if we could satisfy this need to keep abreast of the American 
system and at the same time preserve our British principle of law I would be 
a lot happier at adopting a simple measure such as the one indicated in the 
‘Draft Uniform Companies Act, or even the one which was adopted ten years 
ago by the Ontario Government. 

For that reason I have prepared for submission a text of a new section» 
which is mentioned here as section 49a, but which I think should rather be 
section 584A. That is only a matter of drafting. I must also admit that I have 
submitted my text to the Department of Justice, but in the absence of Mr. Ryan 
who worked with me on the preparation of the bill I prefer not to go too 
deeply into my comments. However, I have brought with me this morning my 

- suggestion which is subject, of course, to review by Mr. Ryan, because I cannot 
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take on all the responsibility of drafting the section. 

: The CHAIRMAN: Perhaps you could let us see it, and then we can find out 
what they think about it as well. 

q Mr. LESAGE: Yes. It reads as follows: 

i Redemption or purchase for cancellation of shares. 

: 49a. (1) Subject to this section, a company may, if authorized by 


its letters patent or supplementary letters patent, redeem or purchase 


Association, the Chartered Accountants’ Institute, the C.M.A. and others. There- | | 
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for cancellation out of its capital any shares of the company, other tha n 
common or ordinary shares, by paying the holders thereof an amount 
therefor to be determined in the manner set out in its letters patent ore 
supplementary letters patent. i 


Exception. : a 

(2) No redemption or purchase for cancellation of shares may be — 
made by a company if that redemption or purchase would impair the vil 
capital of the company so as to render it insolvent. Bs y 
Shares redeemed or purchased for cancellation not to be reissued. Notice 
of redemption or purchase for cancellation. 


(3) The shares redeemed or purchased for cancellation by a com- 
pany shall be cancelled by the company and may in no case be reissued. a 
(4) Every company that redeems or purchases for cancellation — 
any shares, other than common or ordinary shares, shall, before the end 
of the month immediately following the month in which that redemption 
or purchase for cancellation takes place, send by ordinary mail a notice 
described in subsection (5) 
(a) if the company is a private company, Re 
(i) to every shareholder in the company, regardless of the class _ 
of shares held by him, and ‘ 
(ii) to the Secretary of State together with a statement as to the 
date on which the notice was mailed to the shareholders: and — \ 
(6) if the company is a public company, to the Secretary of State, — 
who shall cause the notice to be published in the Canada Gazette 
at the expense of the company. 


Contents of notice. 


(5) The notice referred to in subsection (4) shall contain 

(a) the date or dates of the redemption or purchase for cancellation of 
the shares: 

(b)the number of shares involved; 

(c) the price of the redemption or purchase for cancellation; and 

(d) the names of the shareholders from whom the shares were redeemed 
or purchased for cancellation. 


PA 


Copy to be sent. 


(6) A copy of the notice described in subsection (5) shall be sent 
(a) in the case of a private company, by the company to every share- 
holder or creditor thereof on application therefor or where the | 
company fails to send a copy, by the Secretary of State on applica- 
tion by that shareholder or creditor and | 
(6) in the case of a public company, by the Secretary of State to every 
person who applies for a copy. 


Supplementary letters patent to reflect change in capital of company. 


(7) Where a company that has redeemed or purchased for cancel- 
lation any shares makes application for the issue of supplementary letters 
patent for any purpose whatsoever, the supplementary letters patent 
shall reflect the change in the capital of that company caused by the 
redemption or purchase for cancellation of the shares even though no 
request to this effect is made in the application or in any by-law or 
special resolution passed by the company. 


The purpose of having those redemptions and purchases for cancellation 
publicized is to render public, in the case of public companies, and to render 
known to all interested persons, in the case of private companies, what trans- _ 
actions have taken place; so that at any time any interested person in any 
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mpany could know whether a company is decreasing its capital. Therefore, 
in the English system, which provides that no reduction in capital may be 
_ made otherwise than by supplementary letters patent in our case, such publica- 
- tion I say would in effect permit or achieve the same purpose as the supplemen- 
tary letters patent had before, in notifying each and every person. 

‘ The CHAIRMAN: Mr. Lesage, what you have read seems to move along 
‘q pretty logically and with emphasis on publicity, that is, that the Secretary of 
: State and the public and the shareholders and creditors will be informed. I 
: know that you do not want to say “This is what we recommend - in sub- 
_ stitution” until you have had a chance to talk to Mr. Ryan. 

M Mr. LresacE: Of course. 

( The CHAIRMAN: We have it in the record now and we can identify it in 
- connection with our consideration of section 61 when we come to consider what 
change if any we should make in this section of the bill. I want to call your 
_ attention to what the chartered accountants say. They say: 


It has been suggested that so to amend the act— 


_ That is, in the manner we have been discussing, by reduction of capital— 

could seriously weaken the position of creditors and thus imperil the 
whole concept of limited liability upon which a very large part of our 
economy rests. We are of the opinion that the interests of creditors 
would be adequately safeguarded by provisions such as those contained — 
in section 35(1) of the Draft Act. 


You find that reflected in Mr. Lesage’s draft, where they say you cannot redeem 
or purchase shares for cancellation when the company is insolvent or when 
their redemption or purchase for cancellation would produce or bring about 
insolvency. Then they go on to say: 
The experience of the last ten years under the Ontario Corporations 
Act appears to indicate that the simpler approach to this problem is 
workable and does not prejudice the interests of creditors. 


Is there any comment on what Mr. Lesage has suggested? 
Senator BOUFFARD: If we are to appoint a supplementary study committee © 
_ for this—this is a very long bill—I think it should be studied by the subcom- 
_ mittee first and then we could consider the recommendations. 
: The CHAIRMAN: How does the committee feel? We have a cteneien 
_ alternative which indicates Mr. Lesage is searching the same as we are to. 
bring as much simplicity as possible into the procedure and at the same time 
adequately protect the rights of creditors and shareholders. 
Senator LANG: My impression is that the draft suggested by Mr. Lesage is 
creating as much paper work as is necessary to apply for supplementary letters 
_ patent, so in the matter of simplicity I do not think it will accomplish very 
_ much. My feeling is very strong that the chartered accountants’ position is the 
_ correct position, and that it is unnecessary to put in any restrictive provisos 
other than that respecting insolvency. I do not believe that in general commer- 
cial practice the creditors look to whether a company has preferred shares or 
deferred shares outstanding, nor is the creditor concerned with the redemption 
of preferred shares. Other factors govern the granting or withholding of 
credit to a limited company and I think these provisions are superfluous in- 
present-day commercial practice. 
Senator CROLL: I have not been able to grasp the difference between the 
- Ontario act that is recommended by the chartered accountants, and what Mr. 
Lesage is suggesting. It has been going too quickly for me. 


c—. 9s 
~ 


LEAT ARTO Wed) ie ee va ae 
eM DN “ayy Aha fh 
etl yg is Nipples 


. wv 
j , 


134 STANDING COMMITTEE | 


The CHAIRMAN: The big point of difference is the requirements 
which Mr. Lesage has incorporated in it as suggested. ay 

Senator CROLL: And the Ontario act, notice is? | co 

The CHAIRMAN: In the Ontario Act there is not the provision for notice. a 
It proceeds on the prohibition in the particular section, section 27, that — 
preference shares shall not be redeemed or purchased for cancellation by the ‘ 
company if the company is insolvent or if the redemption or purchase will * 
render the company insolvent. That puts the burden on those who propose — 
their redemption or purchase for cancellation, to satisfy themselves by all means ~ 
possible that this will not produce insolvency or that the company at the time 
is not insolvent 


Senator CrRoLL: And Mr. Lesage suggests? 


The CHAIRMAN: Mr. Lesage suggests that provision, but as well that notice 
of the purchase or redemption shall be given (1) to the Secretary of State, — 
who will publish at the expense of the company in the Canada Gazette and a 
(2) that notice will be given to every shareholder of the company. 


Senator BOUFFARD: And to all creditors? 


The CHAIRMAN: Not of a public company; by a private company, as notice 
to the creditors as well. Notice to the Secretary of State is a matter of record 
and I do not see anything wrong with that. He has to have his records up to 
date in regard to the history of the company. I cannot see any objection to 
publication in the Canada Gazette. As to notices to all shareholders, I am won- 
dering in the case of a public company what that does. First of all, certainly 
the shareholders involved know about the shares that have been purchased or 
redeemed. As to the other shares, if the shares are listed, anything you do that 
might materially affect the company, you must notify the exchange where they ; 
are listed. Frankly, at the moment, putting it on the scales, I cannot see the 
added value of requiring a notice to go to the shareholders that you have © 
redeemed shares or purchased shares for cancellation. Of course, if the redemp- 
tion is out of line with the priorities that are established among the different 
classes, then rights are being affected. 


Senator THORVALDSON: Is there not also something provided that the names 
of the shareholders must be stated in the notice? 

The CHAIRMAN: In the notice to the secretary of State. 

Senator THORVALDSON: Is there any purpose in giving the name, in view 
of the fact that there are thousands of shareholders? 

The CHAIRMAN: I thought it was in the case of a private company that the 
name should be given. 

Senator THORVALDSON: I did not understand that to be the case. 

Mr. LESAGE: It is for the protection of other shareholders, so that in the 
case of those companies which appear to be not too solid, the directors can _ 
withdraw the amount of money for themselves only so that they will know — 
that the directors of the company have paid up capital to themselves. Ht 

The CHAIRMAN: No, that was not the question. The question was, where 
you include the names of the shareholders whose names are given, who redeem 
shares or purchase sales for cancellation, in the draft, you have presented that _ 
as a requirement where you are dealing with a private company. 

Mr. LEesaGE: Yes. With a public company it would be impossible. 

Senator IsNnor: Mr. Chairman, I should like to ask a question with regard 
to section 49A(5). 

The CHAIRMAN: Which Mr. Lesage read? 4 

Senator IsNor: Yes, with reference to the name. I want to know the advan- | 
tage oLeanat y 
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‘i Mr. Teenen: I am afraid that from the drafting which was re-drafted, 
they have made it applicable to public companies. It reads as follows: 
| (a) the date or dates of the redemption or purchase for cancellation of 
the shares; 
(6) the number of shares involved; 
(c) the price of the redemption or purchase for cancellation; and 
(d) the names of the shareholders from whom the shares were redeemed — 
or purchased for cancellation. 


I agree that it is almost an impossibility. 

The CHAIRMAN: We have that comment, thank you, that if we were Se 
ing this proposal we would give serious thought before we would require the 
names of shareholders of a public company whose shares are being redeemed 
or purchased for cancellation to be included, that it might be an almost im- 
_ possible job to do it. 

; Senator Lane: Mr. Chairman, if I were a creditor of the company at the 
_ time of redemption and I subsequently received notice, what value would 
_ that be to me? 

: The CHAIRMAN: Well, the shareholders have a liability. 

Senator Lanc: Ex post facto, is it not? My rights have already been affected? 

The CHAIRMAN: Yes, they have been affected but you still have rights 
against directors, for instance, who authorized the redemption or purchase for 
cancellation at a time when the company was insolvent. 


Senator Lang: I would have that right in any event, under the Ontario 
section? 


The CHAIRMAN: That is right. 

Senator LanG: But this really adds nothing to my rights? 

The CHAIRMAN: I don’t know how you can add any more to your rights 
than that, in any event. 

Senator LEonaRD: Mr. Chairman, Mr. Lesage suggested that section 61, 
subsection (1) of the act, refers to a dines of shares, which signifies to me the 
cancellation of redemption of all shares of a class. I do not know whether that 
has the same purport in Mr. Lesage’s draft amendment; or does his amendment 
apply to cancellation of redemption or purchase of a portion of the shares? 

The CHAIRMAN: The form in which it was worded would appear to suggest 
that you redeem all or none; and of course if we were going to take the section 
that is in the bill, there would have to be some change in that, because the very 
conditions attaching to preferred shares stipulate in connection with purchase 
for cancellation and redemption, that you may redeem a portion from time 
to time. 

Senator LEonarD: I rather gathered, from listening to Mr. Lesage’s amend- 
ment, that it was not confined to cases of redemption or cancellation of the 
whole class. 

Mr. LESAGE: That has never been contemplated, and never was intended. 
The re-drafting of section 61 was not subsequently clear; but that has never 
been intended. 

Senator LEonaRD: Your draft definitely is intended to deal with a portion? 

The CHAIRMAN: I think we have enough in our notes for consideration 
of this section, that is, when the subcommittee gets down to the business 
of studying it. 

The next section which is discussed in the brief of the chartered accountants 
is section 34 of the bill, and section 34, on page 19 of the bill, amends sections 
115 to 124. What have you to say with respect to the comment of the chartered 
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accountants? In the beginning of their comments they say they are very happy ‘ 
with the disclosure requirements, and then they have some comment. ie 

Mr. LesaceE: I think that their comments concerning some particular items, — 
as those which were pointed out at the first meeting of the committee on the ql 
study of this bill, and those matters which concern the details of those sections, — 
must be taken one after the other; and it is almost impossible to offer comments 
at large on sections 115 to 124. 

It appears that those sections have been generally accepted, with a few 
exceptions like the one about disclosure of sales, and so on. I think. many of 
those recommendations are worthy of being studied, and I have not heard of 
one which should not be considered perhaps in the subcommittee. However, 
if you wish I could comment on them one by one. 


The CHAIRMAN: No. If I may suggest, these sections deal with the amount 
of disclosure in quite some detail, and there were a few comments made. You 
will recall that the other day we had some discussion in committee on the 
question of disclosure of sales. I think we have enough information on the 
record to make a starting point for the subcommittee and its study, and most of 
the requirements of disclosure are beneficial. Supposing the subcommittee 
wrestles with this and sees if there are any more that should be added, or 
whether some are unnecessary, is that the pleasure of the meeting, or is there 
any particular comment you would like to make today? 

senator THORVALDSON: I think that is agreeable. 

Mr. LESAGE: Mr. Chairman, before we go any further on that, with regard 
to sections 115 to 124 there was one point which I think was lacking in the 
drafting, requiring the consent of the Chief Justice or acting Chief Justice. I 
think the words “or any designated judge” has been forgotten in the drafting 
of those sections. 


The CHAIRMAN: Yes. 


Mr. LESAGE: Because, as a matter of fact the criticism which was brought 
in about the Chief Justice is pretty well taken. But the intention was, as we 
have now in the prospectuses sections, “or any designated judge’’. 


Senator LEONARD: Why a “designated” judge, why not any judge? 


Mr. LESAGE: This is rather a difficult matter to answer, or a delicate matter 
to answer, but, as you know, across the country some judges would be lenient, 
some judges would know little about corporate land, but the Chief Justice is 
certainly in a position to appoint a judge who has a knowledge of corporate 
law. You take, for instance, in my province, in the Province of Quebec, I would 
say that although our judges are very learned in the law, generally, many 
of them had very little opportunity to deal with corporate law. I am sure 
that in Quebec City and in Montreal there are some judges who are really 
capable of rendering a good judgment or a good decision, but if you leave 
that open to all the judges I think there is a slight danger, and that is the 
reason why we would like to keep the system we have in the prospectuses 
sections—to a designated judge. . 


Senator HUGESSEN: I agree with you there, Mr. Lesage. I think it should 
be either the Chief Justice or a judge designated by him. That is the practice 
in connection with compromises or arrangements where, certainly in the district 
of Montreal, all applications for compromises or arrangements go before one 
judge who has been designated by the Chief Justice, and he becomes expert 
in those matters. Here we are discussing an application to a judge for per- 
mission not to disclose sales. I think it would be very dangerous for that to be 
considered by any one of our 25 or 26 judges in the district of Montreal, some 
of whom may have had no experience whatever in that field. I think Leis 
better to have it come before one judge. 
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_ The Cuarrman: I think it is a good point, senator. I know in Ontario 

n compromises and arrangements you go to the Chief Justice, or he desig- 
ates a judge, and it is usually the same judge, and he acquires a facility and 
nowledge, and you get more certainty in what the practice is likely to be. 

i P Senator THORVALDSON: That would involve a very simple amendment— 

_ “or a judge designated by him”: and that is all. 

4 The CHAIRMAN: If you recall, when the C.M.A. were here last week, at 

a the top of page 22, in dealing with what shall be included in the statement 

ip of profits and losses, we had under item (g), that you would be required to 

an act: : 

the provision made for each of the following, namely, depreciation, 

obsolescence and depletion; 


The suggestion of the Canadian Manufacturers? Association was that de- 
_preciation and obsolescence should be lumped together in one figure. I take 
it you have no objection to that? 


Mr. LESAGE: No. 


: The CHAIRMAN: Paragraph ( J), also on page 22, in dealing with what items 
_ shall be included in the statement, dealt with: 


; total remuneration received as a director, officer or employee of the 
company by directors from the company and subsidiaries whose financial 
statements are consolidated with those of the company, 

_ and went on to say: 

: including all salaries, bonuses, fees 


4 —and those are the words the C.M.A. suggested should be omitted— 
contributions to pension funds and other emoluments. 


eae 


I think their objection is well taken, and it struck me at the time there was 
no purpose to be served in setting that out particularly. 

Senator CROLL: Does Mr. Lesage have any observation to make on that? 
| Mr. LESAGE: I think if they can be included, the department could see no 
objection in those recommendations. 
. The CHAIRMAN: Then on page 24, in paragraph (g) there was the sugges- 
_tion made to us that when you are meeting the requirements of section 119 
as to what shall be in the balance sheet—which says: 
(9) shares, bonds, debentures and other like investments owned by the 
company, except those mentioned in paragraphs (h) and (2), stating © 
their nature and the basis of valuation thereof... 


a 
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—after the words “their nature” there should be added, “their nature, cost and 
_the basis of valuation.” The simple way of expressing it, of course, is “‘cost’ 
and “market”. Have you any comment to make on these suggestions? 


; Mr. LESAGE: Not on those ones. I have only one other general comment to 
make on those sections regarding the onus put on the private compagnies to 
prepare a financial statement according to those detailed requirements. We 
would like to see a provision like they have in some provinces which would 
permit a simplified form. I find that if it is a small company it simplifies by 
itself. If we draw the line between private and public companies we may be 
very misleading, because some private companies are very important companies, 
and this detailed information may be required. Any auditor can very well draft, 
I think, a balance sheet which would be very much simplified by not taking 
care of those subsections which are not applicable. If they are applicable, they 
epply, and so it is very easy. I think the financial statement is simplified by 
itself. I see a danger in permitting private companies to submit a simplified © 
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statement without determining what is a simplified site f think ity 
simplify by itself because of the small or big operations of a company. Whe 
it is private or public, I think that those sections should apply, and I do not 
see it would be of any detriment to any company to have to comply with th Ose 
requirements. : 


Senator THORVALDSON: Mr. Chairman, were you suggesting the word “cost tt, 
should be added to that paragraph (g)? 


The CHAIRMAN: I was raising the po because it had been raised in the e 
brief submitted to us that the word “cost” should be put in there. I am 
wondering, if you are going to put the word “cost” in there, whether there 
should not be some re-phrasing. The common terms used would be “cost” or 
“market”. 


= 


Senator THORVALDSON: It seems to me you might have a situation whe 
it is very difficult for a company to say at what cost certain securities we 
secured. It may go way back and it might have been by barter and in vario 5 
complex transactions that certain securities were acquired by a company. 
Consequently, it would be nearly impossible for them to say definitely what 
the cost was. " 


The CHAIRMAN: You might be prepared to go along with the suggestion tha’ 
the value you put in is the lower of cost or market. 


Senator Motson: Is not the important part in that paragraph showing the 
basis of the valuation? | 


The CHAIRMAN: That is where there is no market. If there is market I think 
the words “basis of valuation” become meaningless, do they not? 


Senator Moitson: I would have thought the moment you put in the 
powers, in your balance sheet you show the basis of valuation. It might be cost; 
it might be market. It is the basis on which the figures shall appear on tS 
balance sheet. If they are non-marketable the only figure you have is the book 
value, and you state that. a 


The CHAIRMAN: The statement here “basis of valuation” would be satisfied 
if you put them in at their cost, or if you put them in at their market value. 


Senator LEonarD: I do not think the word “cost” needs to go in there 
at all. 


The CHAIRMAN: I think you are right. 


Senator Motson: May I draw your attention to (j) (ii), where you have 
to amend the “depreciation, obsolescence and depletion”? 


The CHAIRMAN: I have a note of that, and I have a note that in relation to 
“1963” the suggestion was made that where it occurs in (j) (i), on page 24 
that that should be “1960”. I have a note here, while we are going through 
these items, on page 26 in section 120(1) (a) there was the suggestion made to 
us that the word “material” should be added—‘particulars of any ‘material’ 
change in accounting principle or practice”. 

Then there was one we had some discussion on the other day, if you will 
recall it, on the top of page 35, about the right of the auditor to attend meetings. 
I think we finally resolved it by deciding that this gives the auditor the rig ot 
to attend meetings, and he is entitled to receive notice of the meetings, bu 
that we should draft something to provide that he could waive notice, and in 
the case of a private company, if there was a common consent of all shareholders. 
attending, the suggestion was that they would not need to give notice to the 
auditor. 5 


Senator CROLL: What harm is there in section 115? It seems to me that 
the auditor has a right. He may or may not. 


The CHAIRMAN: Frankly I think if you give the auditor the right to waive 
_. notice, that would cover the whole situation. In the case of a small priv : 
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~ company where they are counting the nickels and dimes as well as the dollars 
Ido not think you would find a disturbing auditor that would insist. 

Senator BourrarD: I think it is possible that a private company may come 
to a certain decision at a board meeting which would make it obligatory to 
have a shareholders’ meeting. All the shareholders are in attendance and they 
- could hold a meeting right away, but if they have to notify the auditor it may 
have to be postponed. 

Senator THORVALDSON: I have a question. Who is the auditor? In a big firm 
where there may be five or six or perhaps ten members all of whom are CIs. 
who is the auditor? If they have 30 employees all of whom are C.A.’s, what is 
the situation then? Does this mean any one of the auditors or the employees of 
the firm would come within the definition of the word “auditor”? 

The CHAIRMAN: Let us say that X and Y are appointed auditors to the 
company, then you give notice to the firm of X and Y. 

Senator THORVALDSON: But normally a company of auditors is like Huston 
and Ross or Ross and Huston. 

The CHAIRMAN: And you give notice to the company in that name. 


Senator THORVALDSON: But who is entitled to come? Is a clerk entitled to 
come if he is not a C.A.? 


ele se i a 


: Senator HUGESSEN: Whatever member the firm happens to designate. 

- Senator Motson: Normally it is the man who signs the statement who 
4 would attend, or else he would nominate somebody else. 

: The CHAIRMAN: You will notice in subparagraph 6 on page 35 it says, “A 
_ company, upon receipt, not more than ten days before a meeting of share- 
 holders—’’. It has been suggested that we should change that to “upon receipt, 
_ not more than seven days—”. 

7 Senator LEonarD: Has Mr. Lesage any comment to make on what we have 
been discussing about auditors? 

« 


Mr. LESAGE: No. A little earlier you mentioned a recommendation made 

_ to add the word “material” before “change”. I am afraid in the interpretation 
_ of the word “material” which is very broad, we might very well have an 
adverse effect by using the word “material”. If the change is insignificant, there 
is no need to mention it. If we insert in the act “material”, it could mean a 
revolution because they could say “It is not material’. Where are we going to 
draw the line? 
4 Senator BOUFFARD: Why don’t you replace it with the word “important”? 
3 Senator CROLL: But the term is in fact “a material change’”’, 
- Mr. LESAGE: If the effect is a material change, nevertheless they can always 

come in and say it is not material, and it could be a revolution. If it is not a 
material change it is not worth mentioning. 

The CHAIRMAN: I think perhaps the wording as it now stands may be all 

right because all that is required to be stated in the note to each financial 
statement is,— 
(a) particulars of any change in accounting principle or practice or in 
the method of applying any accounting principle or practice that 
Was made during the period covered and that effects the comparison 
between the statement with that for the immediately preceding 
period; 


This is section 120, halfway down page 26. That is tied into the kind of 
change you have to make a note of. 


Senator LEONARD: It does not matter whether it is material or immaterial, 


as long as it affects the position. 
21260—2 


WEA Fol Pie A ee ore ha EMbasete ah ee Pally Sls OB ON SSW riod: aE aay Ae 
2 RODIN HAST oh fier .b '2 ANY Ace te pM Ra fer 
WA MSI rE NCUA Cas RR CE tL a Be 
) } NS iP i; os baht Ped ine se 6 is 


ce CLS SVAN DING (COMMEPT IM n,Q St ay nae 


. Should be certified by the auditor. As stated by the chartered accountants that — 
is not logical. 4 
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The CHAIRMAN: Well, “material” is nevertheless a definable w 
have written in a dictionary for it. 7 PE APNE OP Ah ee a 

Senator MouLson: There is one weakness in this. They say here “particulars 4 
of any change in accounting principle or practice or in the method of applying — 
any accounting principle or practice’. That could make the production of annual 
statements a great deal more complicated. The auditor has to sign the state- — 
ments—that is his responsibility. It seems to me that any practising firm of 
chartered accountants, if the word ‘‘material’”’ were in there, would be reason- 
ably well able to tell whether or not it was material. You get that word quite 
frankly in the phrase “any material change in the state of affairs of companies” 
elsewhere. I think here you are opening it up by not suggesting to change the 
form to “any account within the company”. 

The CHAIRMAN: If you remember what the wording said it was “any 
accounting principle or practice’, or “any change in accounting principle or 
practice or in the method of applying any accounting principle or practice that 
was made during the period covered and that affects the comparison between 
the statement with that for the immediately preceding period”’. 


Senator MoLson: “any change’? made. 


The CHAIRMAN: In order to appreciate the comparison there should be a 
note. 


Senator Moutson: I would contend it should not be like that. 

Senator LEONARD: You say the word “material” should go in. 

Senator Mouson: There is the word ‘‘material” in (6) and the word “ma- 
terial’? should be in (a). 

Senator HUGESSEN: Would you be satisfied by putting in the word ‘‘ma- 
terially” at the end of the subparagraph in the words “and that materially 
affects the comparison between the statement with that for the immediately 
preceding period;’’? 

Senator LEONARD: The whole purpose of that subsection is to make a com- 
parison. 


The CHAIRMAN: We have made a note of that. Again if you will note on 
page 35, down at the bottom of the page, they deal with section 125 of the bill © 
and in subparagraph 2 we decided to strike out the words ‘‘and by the auditor ~ 
of the company” in signing these summaries required to go to the Secretary _ 
of State. We decided the officers of the company were in the best position to 
execute these documents. 


Mr. LesaceE: May I say something on that? When I first presented the 
proposed amendments to the interdepartmental committee I suggested, and I 
still suggest, that all directors should sign the annual summary, either person- 
ally or by their agent, because in the department we had to write to a great 
number of defaulter companies and you would be surprised to know the num- 
ber of letters we have received from persons who said “I have never been a 
director of that company,” and they had evidence of that fact, and “I have 
ceased to be a director of that company” five or six or even ten years ago. And 
those statements were supposed to be sworn. And the most reputable firms of 
lawyers and accountants in Canada were presenting those. This made us feel 


that it was necessary to have an amendment so that each and every director 


; 
| 
| 
; 
| 
would realize at least once a year that he is a director of such a company. If ~ 
he has to sign either personally, or by agent if it is more convenient, the ; 
requirement of the department would be satisfied. But, some members of the _ 
interdepartmental committee objected that this would be too cumbersome, and 

they decided that auditors usually were the most serious persons dealing with 

a company’s affairs, so it was suggested and then approved that the statement 


clients. This was the reason behind the objection of the Canadian Bar. We 

re I have very great respect for my confreres, but with the very little co- 
eration we have in the filing of annual summaries I think the only possible 
ay would be to require each and every director to sign personally, or by an 


he large number of letters we receive denying some supposed statements. 
_ The.CHarrman: Then, you agree? 


Mr. LESAGE: I agree on that, but something else should be done. 


disc 
There have been all kinds of objections to this, which started really in the 


Walker had some things to say about this. He felt the section should be 
it was there until they saw it in this bill, and they wanted to know where it 


in my book for its inclusion in this amending bill. 


_._ The chartered accountants say: 


time limit in supplying such information so sought. 


to this section. 3 


No director should be responsible for any fine. 


S Senator THORVALDSON: I wonder if we could get a statement from Mr. 
Lesage as to what the purpose of this section is. What is the situation that re- 
quires such a drastic thing as this? 


The CHarrMAN: When Mr. Lesage was before us on a previous occasion 
we talked considerably about this proposed section. If you will recall, the 


supplied in the annual summary, and the idea was to give the Secretary of 


provided to him in the usual way—or in what you might call the standard way 
—he would have authority to serve a demand on the company, and get it. 

It goes further, of course, because if a company fails to file a summary | 
‘pursuant to the standard information requirements then I would presume, if 


this section becomes law, the Secretary of State could make a demand on the es We 
directors for that information, including that kind of information, and then  —_ 


the directors under the proposed section would be personally liable, and would 


drastic. Have you any comments on this, Mr. Lesage? 

1 Mr. LESAGE: Yes, as I indicated at the first meeting, I never asked for that 
section to be introduced, even at the interdepartmental committee. It is there | 
where it was suggested, and inserted in the bill. 


summary be signed by the auditor for another reason, and that was 
it would remove from their offices the link they would have with those © 


ent. I do not think it is too much to require from a director once a gsr: vane AN 
at he should realize he is a director of such company, so that we willhavea  —— 
ittle more accurate statement as to who is responsible, and the public will | 
know who is responsible in the company. Then we will not be faced with es 


The CHAIRMAN: Section 36 at the top of page 37 is another section that was ia ae 
ussed. This proposes the creation of a new section of the act—section 125A. Man 


Senate, I suppose, when the bill was debated on second reading. I know Senator ue 


drastically amended, or struck out. The origin of the section, by some strange ‘ 
quirk, is the Companies Information Act of Ontario. Many people did not know 


- would be possible to find such a section. Well, there it is in the Companies 
Information Act of Ontario. I must say that that is not any recommendation — 


We recommend that the section be amended to modify the type of te 
= information that can be required and to provide for some reasonable _ 


That is not as rough a comment as I think some of the others made in relation — re 


4 Senator, BOUFFARD: There is another point with respect to that section. 


scheme of these amendments reduces the quantity of information that is being Je | 


“State power so that if he wanted any additional information that was not. oe 


be guilty of an offence if the statement were not supplied. That is pretty | 
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Surprisingly, I spoke a few minutes ago about the lack | Ge co- Neen 4 
the department receives in the filing of returns, but when we need the informa-_ 
tion at the time of the issue of the supplementary letters patent, I would 
say, we have the warmest co-operation from the companies and firms when > 
they are requesting the issue of supplementary letters patent. We do not need 
this section very badly because of the very good co-operation we receive at 
that time. But, I have prepared an amended section 125A—another draft—¥ 
which is much shorter, and which does not render the directors responsible. 
It is more of a statement giving authority to the Secretary of State to requ 
such information. I would suggest that it read as follows: 


The Secretary of State may at any time by notice require any 7 
private company to make a return upon any subject that a public com-_ 
pany has to report to its shareholders pursuant to sections 115 to 122 — 
of the act. 


That is all we need. As I say, we have had it on a voluntary basis in ‘all 
instances, but without any specific authority in the act. The information is al-= 
ready given to the Secretary of State by way of correspondence. 


Senator BOouFFARD: That applies only to private companies? 


Mr. LESAGE: Yes. In respect of public companies we already have the in- a 
formation and the statements. 


Senator LEONARD: Are you going to draw the line at private companies — 
when you refer to the information required by sections 115 to 122, or are you 
going to do it generally? 4 

Mr. LESAGE: The information would be required from a public company ~ 
according to sections 115 to 122. That is all we need. 4 

Senator LEONARD: Then, why do you not make those sections applicable — 
to private companies? 4 

Mr. LESAGE: Because public companies have to file their financial state-— 


ments with the Department of the Secretary of State, and we already have the | 
information on file. 


The CHAIRMAN: Senator Leonard is asking why you do not make sections 4 
115 to 122 applicable to private companies with respect to the filing of q 
information. 4 
Mr. LEsAcE: In the Department of the Secretary of State? 
The CHAIRMAN: Yes. 


Mr. LesaGe: It is not necessary to have all that information for all com- L 
panies. It would merely fill our filling cabinets. We might need the information 
in only 50 instances, and yet we would require 13,000 companies to comply 4 
with something that perhaps would be required only 50 times a year. 


Senator LEONARD: When you were giving evidence on May 27 I understood 

the line you were drawing was where the companies were in default. At f 
page 12 I ask you: 4 
In your experience have you run into a need for such informana 4 

And you answer: 


No, but there is going to be a need for it if we are going to run q 
into instances of small private companies not filing financial state-— 
ments . 


Mr. LresacE: When I said “not filing’ I was not saying they were in 
default. They are not required to file. I do not think it would be necessary to — 
require all the companies to file in the instances we have. . 


Senator LEonarRD: Then, you could qualify that draft of yours to make F 


it clear that you are not going to require this kind of information from the 
great mass of private companies. 
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_ Mr. LesacE: Yes. 

_ _ The CuarrMaw: This will be just an authority in the Secretary of State in 
relation to a particular company. He can ask for information, and the scope 
- o ‘s limited to the kind of information that is indicated in sections 115 
aes 

Senator Leonarp: Mr. Chairman, would that information then become 
_ public property and be available to any one? 

The CHAIRMAN: I was going to call attention to the fact that Mr. Allan 
Graydon, in the brief he submitted and which is part of the record, and also the 
C.M.A., suggested that if we were going to have any requirement to give 

eon then that information should be confidential to the secretary of 
' state. 

Senator LEONARD: In order words, section 121F (2)— 

The CHAIRMAN: Yes. 

Senator Lronarp: They would have to supply that information too? 

The CHAIRMAN: Yes. 

i Mr. Lesace: I would even add a phrase to section 125a: “Such informa- 
_ tion should be kept confidential in the Department of the Secretary of State.” 

Senator LEONARD: In other words, that section 121F shall apply to informa- 
tion obtained under this section. 

The CHAIRMAN: There was a suggestion in both these briefs—that from 
Graydon and from the C.M.A.—that the minimum notice should be three 
months, on the general ground that the length of time that is stipulated is not 
adequate. 

Mr. LESAGE: If you would permit me, I wish to say the reason for the 
amendment coming in 125A, is that there is responsibility in the bill. The new 
125A as suggested is already carrying that right and I do not know any need 
for any specific time limit. 

The CHAIRMAN: That is right. 

Senator HUGESSEN: I think that, knowing they are competent, if they have 
- made a limitation on a private company in a case of this kind, if the company 
says it will be difficult to supply this information for another couple of months, 

the department would accept that. 

Mr. LESAGE: It is for the benefit of the company, not for the benefit of 
the department. 

The CHAIRMAN: In section 37 where we have had a submission which 

inserts the amalgamation provision, all the briefs start off by recommending 
the inclusion of amalgamation provisions in the federal Companies Act. Most 
of them are concerned about the requirement of application to the court for 
the sanction of the amalgamation. In other words, the procedure that you 
have for compromises and schemes of arrangement in relation to shareholders 
has been adopted and put into this draft. The second phase of it is discussed 

in some of the briefs, that is, that we should make an effort to provide some 
machinery under which any reciprocating provinces can operate. For instance 
in Ontario, where the statutory machinery is such that if you have a matching 
authority in another jurisdiction you can merge two companies that have their 
origin in different authorities of jurisdiction. They were suggesting that we 
could incorporate something of that kind in the federal act so that in Ontario 
or New Brunswick, or there may be one other province, it would be possible— 
at least the machinery would be there— to bring about an amalgamation as 
between say a provincial company and a federal company. 

Senator LANG: Under what jurisdiction would you amalgamate the com- 


: pany thereafter operating? 
The CHAIRMAN: The procedures are such that you have to make a dec- 
laration as to which you will have thereafter. That is what they call a re- 
21260—3 
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ceiving provision and an accepting provision. If you nate eas on path sides, 
obviously they cannot account to both jurisdictions afterwards. 


Senator HUGESSEN: Dealing with the regulation that an amalgamate 
agreement shall be subject to the approval of the court, I disagree with the 
submissions made by some of the briefs. I think that it is very wise to have e. 
in this section the requirement that an amalgamation agreement shall be | 
subject to the approval of the court exactly in the same way as a comprise 
or arrangement is. I will give reasons for that. If you look at section 128.4,5 
page 37, (h) at the bottom of the page, it says in regard to aan ae 
apreement: 


such other details as may be necessary to perfect the amalgamation and : 
to provide for the subsequent management and working of them 
amalgamated company and the manner of converting the authorized — 
and issued Seale of each of the companies into that of the amalgamated — 
company . : 4 
Now here is what the position would be. I am a shareholder holding Y 
common shares in company A. It is proposed to amalgamate that company > 3 
with company B, into a new company called company C. The amalgamation _ 
agreement provides that I, holding one share of company A, am in the future ~ 
to have, say, one preferred share of company C and one class B share of 
company C. In other words, my rights may be affected in that I am told I 
would get something quite Hiforent from what I have at the moment. I think — i 
that, for the protection of the shareholder, the companies proposing to | 
amalgamate should be in a position to justify before a court of justice wheels 
they are proposing to do. Then the court would be in a position to say whether 
the amalgamation agreement is being fair to the shareholders of both con- 3 
stituent companies, exactly in the same way as in the case of a proposed com-_ | 
promise between a company and its shareholders, where the rights of the : 
shareholders are affected. ‘ 
There is one thing further I want to say. I think if you retain in this { 
section the provision that you have got to apply to a court and satisfy the 
court that you are being fair to the shareholders of the two companies, it is 3 
going to have a very considerable effect in deterring any attempt at an unfair — 
amalgamation; in other words, the directors of both companies will know © 
that they have to justify before the court the way in which they are proposing ~ 
to affect the rights of their shareholders. 4 
Senator BourrarD: I think also we should be very careful to proteem a 
creditors against alterations. In some cases it may be that a creditor of one 
company which is quite solvent will amalgamate with a company which is on 4 
the borderline, and his position as a creditor of the new company would not — 
be the same as it was a creditor of the old company. I think he ane have © 
a place where he can be heard. i 
Senator HUGESSEN: Before a court? 
Senator BOUFFARD: Yes. 
Senator HUGESSEN: Yes. 


Senator LEonarRD: I do not agree. I think the proper comparison is that if 
company A were selling to company B, ordinarily that kind of transaction does — q 
not go through the court, nor does it go to the creditors as it does in the case — 
of a composition or an arrangement of affairs. It is up to the two companies, 
whether A is to sell to B or whether B is to buy company A. Very often, 
instead of a sale arrangement, an amalgamation arrangement is made. 


Senator HuGESSEN: But in the case of a sale you are not changing the # 
rights of the shareholders. 


Senator LEONARD: Yes, you are. 


oe) 
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4 onsideration. 
The CHAIRMAN: His consideration may be in shares of the other company. 


_ Senator LEONARD: He may lose shares in A and receive some consideration, 
epending on the deal. It may be shares of the other company or it may be cash. 
he decision is made by the necessary majority of the shareholders and the 
malgamation is, in effect, just another form of buying and selling. Very often 

is done for a tax arrangement because it is a more convenient way of two 
ompanies making a deal. 


holders of every class of stock have to vote on it and accept the proposal? 

j The CHAIRMAN: The requirement is under this proposed section that you 
will have to have three-quarters of the votes of each class of shares cast at 
' each meeting in favour of the amalgamation agreement. 

; Senator BURCHILL: Then you want the court approval on top of that? 
Senator HUGESSEN: Yes. 

Senator Cook: What is the big objection to asking for court approval? 
Senator LEonarD: Amalgamation would have to take place. 


Senator Cook: Court approval can be very effective in a case which is not 
quite right. If the case is right you get court ‘approval. 

: The CHAIRMAN: To me there seems to be an essential difference, with all 
_ due respect, between compromise and schemes of arrangement. Here you are 
_ definitely altering the rights of one class or perhaps of different classes of share- 
_ holders, as represented by the different pieces of paper they have. Therefore 
_ you must have a meeting of that class. It is not a meeting of the company as 
such, it is a meeting of the classes of shareholders that are affected. In an 
amalgamation agreement you are not taking anything out. Whatever is in the 
pot in relation to company A and company B, when you amalgamate, the pot is 
_bigger by all the assets being put into one pot. ¢ 


Senator LEONARD: It depends on the provisions of the amalgamation. 

fe The CHAIRMAN: It may be affected by the liabilities and the creditors have 
their rights. 

F Mr. LESAGE: In the department we have no facilities to hear evidence, and 
a person may write to the department and we have no answer to give him. 
They accept that as the law, and they will say that there is discrimination . 
against them because they are minority shareholders. 

| It is not that we in the department would not like to accept responsibilities; 
but we think that it is easier for the judges to decide, or rather would be good 
for the shareholders, to say that, ‘This has been brought before the court, and 
you were not there.” As it is, the department would have to take all the blame 
_from the dissentient shareholders, and it would be said, “Once again, you are 
affecting our minority rights.’ Whether they are right or not, is not important, — 


4 
id 


For that reason, I think it is good for all minority shareholders to have 
an opportunity to express their views before a court of justice. If there is one 
shareholder who has something to say then he will have an opportunity to say 
it. If you took from a person the right to be heard by anyone, I think it would 
_be very bad publicity for Canadian shares, and it might have a very bad effect 
on people outside of Canada, because we would have to admit that there is 
nothing we can do, and that is the law, and the law does not offer them any 
satisfaction. | 


4 The CHAIRMAN: But Mr. Lesage, getting back to the basic concept of a 


scheme of arrangement by compromise, that is exactly what those words mean, 
--21260—33 
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Senator HUGESSEN: He remains a shareholder of company A and gets his | 


Senator BURCHILL: Before amalgamation takes place would not the share- ~ 


_but we will have to take the blame, and we will be helpless in a case like that. _ 
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that a shareholder is compromising rights which he has. A true amalgamation | 
agreement, in my opinion, does not involve a compromise of rights, it involves | 
the putting together of two companies, and all the assets, liabilities and every- 4 
thing else go into that pot. 

senator HUGESSEN: It does involve him getting something quite dierent 
from what he has, Mr. Chairman, because he takes shares in a new company, 
an amalgamated company, in place of shares of a former company. 

The CHAIRMAN: I did not say it did not involve getting something dif- 
ferent, because obviously he gets a different piece of paper with a different 
name on it, etc. 

Senator HUGESSEN: It involves a compromise between him and the share- 
holders of the other companies as to relative proportions of the new pot. That 
is my point. 

The CHAIRMAN: But he is not giving up anything of the rights that are 
on that piece of paper that he presently holds. 


Senator Cook: He may finally give up voting powers which he had before. 


Senator LEONARD: There are nearly always dissentient shareholders in the 
case of purchase and sales agreements as between companies. Now, why do — 
not the same reasons apply with respect to amalgamations, so that both kinds 
of agreements can go to the courts? 


Senator HuGESSEN: I quite agree. Perhaps they should. But now we are — 
faced with something different, because an appeal does not extend perhaps — 
so far as it might is no reason why— 

Senator Lane: Mr. Lesage mentioned there was nothing that the depart- — 
ment could do. I think it is the responsibility of the department to exercise © 
a discretion, that if they feel an injustice is being done to a dissentient share- ; 
holder or group, it should exercise a discretion in favour of that dissentient 
shareholder and refuse the supplementary letters patent of amalgamation. 

Mr. LesaceE: It is impossible for an administrative department to hear the — 
necessary evidence in the case of dissentient shareholders, who might have 
hearing for three or four days. I think it would be giving too much adminis- j 
trative authority. Since it is in the nature of a controversial matter, I think 
that a court of justice is in fact the right forum to hear such evidence, and > 
not the department. 

The CHAIRMAN: But what Senator Lang is drawing to your attention, Mr. — 
Lesage, is that in this draft bill, even though you have provided to go to the 7 
court, you have left a discretion in the Secretary of State, and that when I — 
bring in my supplementary letters, you admit the Secretary of State may — 
issue letters patent. 

Mr. LESAGE: Yes. 

The CHAIRMAN: Why don’t you say “shall’’? 


Mr. Lrsace: Because I remember only one case in which we have exercised _ 
that authority not to grant supplementary letters patent after a compromise — 
was granted, because the judgment was obviously illegal, and we asked the q 
parties to start all over again before the court, because the judgment was — 
obviously illegal. 

Senator HuGESSEN: Wasn’t that the case where a judgment was for a no — 
par value of shares? 

Mr. LesacE: It was a case where the judge had granted something which 
was not required or requested and said to the parties, “I don’t like your agree- § 
ment, and I change it;” and there is no authority for the judge to change it 
without going back to the shareholders. 

Senator Cook: Did they go back to the shareholders? 


| 
| 
| 
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“ Mr. Lesace: Yes. We sent them back to the shareholders. We told the 
company we would not grant the supplementary letters patent and they would 
_ have to go back to the shareholders, and to go back to a court, after they would 
K have accepted or rejected the proposals of the judge, because the judgment as 
_ it was could not be accepted. Even the company was not happy with the judg- 
_ ment; but the company was asking us to confirm only that part of the judgment 
_ which was acceptable to them. } 

2 The CHAIRMAN: It looks as though at this point we have differences in 
- viewpoint. 

. Yes, Senator Molson? 

: Senator MoLson: Mr. Chairman, I hesitate, not being a member of your 
- august profession, to ask this question; but is there anything wrong with the 
_ thought that the dissentient shareholder could apply for a hearing before the 
= court? 

Senator LEONARD: That is a good legal argument. 

The CHAIRMAN: When you say “anything wrong”— 

Senator Motson: Is it obviously illegal? 


The CHAIRMAN: I take it that you suggest that rather than making it a 
requirement that the companies must apply for sanction of the amalgamation, 
_ any shareholder who dissents from this viewpoint may apply to the court within 
_acertain length of time? 

Senator MouLson: Right. 


Mr. LESAGE: You would have to increase the delay, I am afraid, of giving 
- notice, especially in the case of public companies, and it would be almost impos- 
_ sible, where you have shareholders scattered around the world. 


The CHAIRMAN: The time, under your draft, is in the hands of the judge 
_ to whom you apply for sanction. 


Mr. LESAGE: But the judge has the authority to hold the case. 


R The CHAIRMAN: If you said a dissentient shareholder shall apply within 
_ ten days, you would have all the machinery you need. 


Senator HucEssEN: I do not think, Mr. Chairman, that I would agree with 
Senator Molson’s suggestion. After all, these minority shareholders are indi- 
: viduals holding 10, 25, 50 or 100 shares, and they read this document and say, 
_ “That is unfair to me, but what can I do about it?” Which of those shareholders 
is going to take the trouble and expense of applying on his own and at his own 
_ expense to the court to have permission to appear before it? In these corporate 
proceedings everything is weighted so much in favour of management and the 
directors. The minority shareholder may feel that he is not getting his fair 
share of the new “pot,’”’ as you might call it, but in the vast majority of cases 
_he will feel it is not worth his while to fight the thing. I would much rather 
_have the responsibility upon the company to apply to the court and be in a 
_ position to show the court what they were proposing was for the shareholders 
a fair thing. 

The CHAIRMAN: I am not prepared to go along with that. I know you 
have had quite a lot of experience in these things, but the experience I have 
had in these company relationships and the position of shareholders is that 
very often the disturbing shareholder is not the little fellow that you and every 
person would be anxious to protect, but he is the person who sees in the 

particular thing that is proposed to be done an opportunity to make a special 
profit for himself. 
| I have run into that time after time, where such people who have large 
_ shareholding interests of, maybe, 10 or 15 per cent want a special deal and who 
instigate all kinds of proceedings, of every conceivable kind, until somebody 
may go around and call on him at a back door some place and he gets his 
ecal deal and everything goes fine. 
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develop where somebody says, “This is an opportunity for me to get a special 
slice of this.”” He wants somebody to take over his position and then the deal. 
is all right for the person who takes over his position, but he wants special 
consideration for stepping out of the piece. I have seen that many times in 
transactions which were good transactions. So we cannot always worry about 
the poor little fellow with 25 shares. Chances are that he is the one that goes 
to the meeting or sends in his proxy and votes for it. 

senator HUGESSEN: You are still not protecting your small shareholder. | 
I do not care about the occasional chap who wants to make trouble. If he ’ 
wants to make trouble he can and will, but he will get his fair desserts beter 
the court. It seems to me it is for the court to determine. 

Mr. LESAGE: If the court does not have him who will have him? 

Senator Lanc: You, Mr. Lesage. 

Mr. LESAGE: I might as well see him at the court. 


The CHAIRMAN: What you are asking is to lighten what you think might be | 
the burden of administration. The question is whether we should look at it that — 
way. As far as I see it, an amalgamation is an entirely different kind of thing from — 
a compromise or scheme of arrangement. i 

Mr. LrEsaGeE: It is not what we do not like responsibilities, but generally | 
there are so many criticisms by the public that civil servants are too powerful. 
I think this would be another opportunity for the public to criticize the Govern- _ , 
ment, that too much authority is vested in the civil servants. 

Senator Cook: If there are any criticisms of these manoeuvres at all i. 
think we should enlarge the jurisdiction of the court rather than diminish it 
away. 

The CHAIRMAN: That is a generalization I cannot comment on. 

Senator LEONARD: I think we have discussed the whole area now. 

The CHAIRMAN: Yes. 

Couldn’t we come to the second part for a moment, and may I recall 
to you by way of introduction, what the Institute of Ghavicrad Accountants said? | . 

They said: q 


We recommend that consideration be given to extending the amal- 4 
gamation provisions to provide for the amalgamation of two or > 
more companies incorporated under different jurisdictions. If the amal- — 
gamation provisions are to be of the widest general benefit companies © 
incorporated in different jurisdictions should be able to amalgamate, — 
one with the other. The possible approach to this problem has been set 
out in the Draft Act, 


—that is in the Uniform Companies Act. 
the Ontario Corporations Act and the New Brunswick Act. In these — 
cases the provision is made whereby a company incorporated under one — 
jurisdiction may obtain letters patent to continue as if it had been 
incorporated under another jurisdiction. Having achieved status under _ 
another jurisdiction, a company is then in a position to amalgamate with — 
another company subject to that jurisdiction. 


Then they say, “We are not lawyers”. 
I think it would be a worth-while effort by this committee if we had a 3 
good look at the Ontario provision. The New Brunswick provision, I under-— ; 
stand, is broader and more flexible. I think it is being used in a variety of cases © 
that I have heard about. The only point is I do not want to put them on they 
record. I mean, legitimate cases. 
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: Mr. LeEsace: Might I say my main worry on that is that under section 
yf the B.N.A. Act a province has the authority to incorporate companies for 
‘ovincial purposes. The authority of the federal Government is definite. While 
I agree it would be very possible for two provinces to have amalgamation 
provisions, I think that when we come to a federal company we have to look 
a little deeper into the constitution. But if we were to have in the Companies 
Act a procedure of reciprocal arrangement with the provinces this could apply 
for those companies which. have objects which are as well provincial as 
federal. On the other hand, there is the other point that if a province feels 
_ that our provision is not constitutional it has only to mention in its own legis- 
lation that their reciprocal arrangement cannot apply with a federal company. 
_ So I wonder to what extent a province could really complain about reciprocal 
_ arrangement which could be introduced in our federal Companies Act. 

‘4 The CHAIRMAN: Let us assume you had an Ontario company that was de- 
_ sirous of amalgamating with a federal company. The first step is to lift up the 
Ontario company to federal status, where it is on the same level as the federal 
_ company. If you have a procedure by which the Ontario law says that, “In 
- acertain set of circumstances of this kind we release and forego any jurisdiction 
_ or authority in relation to that Ontario company”, and the federal authority 
_ says, ‘When we are furnished with those materials we will accept and give 
a federal status to this company”’, then you have them on the same level and you 

_ can amalgamate under the provisions we are putting in here. 
4 Senator LeonarD: Mr. Chairman, I think I mentioned the example when the 
_ Canada Permanent Trust Company, a federally incorporated company, amalga- 
mated with the Toronto General Trusts, a provincially incorporated company, 
to become the Canada Permanent Toronto General Trust Company. That was 
_ done under reciprocal legislation. It required an act of the Ontario legislature 
_ to give the Toronto General Trusts Company the authority to amalgamate with 
_ the Canada Permanent Trust Company and become the Canada Permanent 
_ Toronto General Trust Company, a dominion corporation. Similarly, dominion 
legislation gave the power to the Canada Permanent Trust, a federally incor- 
_ porated company, to amalgamate withthe Toronto General Trusts, a provincially 
" incorporated company. 

The CHAIRMAN: You achieved it by legislation in both jurisdictions, and it 
' was particular legislation. 


Senator LEonarpD: There is no reason why if this applied to one it could 
_ not apply to all. 

: Senator HUGESSEN: Is there anything in the Ontario act which permits an © 
_ Ontario company to divest itself of its provincial status for the purpose of amal- 
- gamating with a company in another jurisdiction? 

| The CHAIRMAN: Yes, where the company in the other jurisdiction has — 
_ provision under which it will accept or receive. 
Senator HUGESSEN: If you have a proposed amalgamation between an 
_ Ontario company and a dominion company, the Ontario company is governed 
_ by the existing Ontario legislation, so what we need to do is to put into our 
act corresponding federal legislation. 
The CHAIRMAN: I think it is worth having a look at it. 


d Mr. LESAGE: Don’t you think this is a case where the Secretary of State 
i. would have to use his discretionary power? If you are, for example, in the 
’ field of education, and it is not strictly within the field of the federal juris- 
_ diction, I think the Secretary of State could say “This company cannot be 
accepted as a federal company because it does not fall within the ambit of 
legislative authority of the Parliament of Canada.” 
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The CHAIRMAN: That refers to problems which may arise, but we are | 


speaking of general legislation which would enable the federal authorities 
to receive and accept jurisdiction from an Ontario company? SL “am not 
suggesting we should enact something which says that if a provincial company 
divests itself and does everything necessary to get out of the scope of the 
Ontario legislation that the law should say to the federal authority “You 
shall receive it.” I am saying it would not disturb the Secretary of State if 
we were to say whether he could do it or not. 


Mr. LESAGE: But you have a different basis. If you wish I could on an 
unofficial basis ask for the opinion of Justice on that. 


The CHAIRMAN: Perhaps we should draft something rather than leave 
it in the air. If we draft a parallel provision to that in the Ontario legislation, 
or even that in the New Brunswick legislation which is even broader, it 
might be better to do it that way. I would be inclined first to ask our own 
Law Clerk what he thinks about it. If he wanted to confer with Justice I 
think that might be the procedure, and it might also get you off the hook. 


Senator BOUFFARD: You already have that situation in some of the Quebec 
acts. The federal Government in private acts gave authority for amalgamation 
with provincial companies. 


The CHAIRMAN: There are a number of special act companies, and I can 
recall some of them. Some of the bills have been presented while I have been 
a member of the Senate where companies have amalgamated with others. A 
number of branch line railway companies have done so and the statutory 
authority was sought from the federal Parliament so that they could amal- 
gamate with a provincial branch line company. Again that was particular 
legislation. It was done under special acts. I was proposing something that 
would be general law. I think there is enough merit in this that we should 
try to work it out. I don’t think it will involve much work in the way of 
drafting. . 

We had such a long day yesterday I decided I was not going to make 
it a long day again today unless the committee forced me to do so. We have 
not exhausted all the provisions. We have just dealt with some of the main 
ones, and I think we will have to come back at Mr. Lesage again. Let us see 
what else is in the accountants’ brief. 

There is one other item we might discuss, and then I would suggest we 
adjourn. That is the section on page 39, section 38, about an aggrieved share- 
holder. Now in Mr. Graydon’s brief which was before us he has suggested this. 
He says— 

—this section should not be enacted upon the following grounds: 

(a) the word “duty” is so broad as to embrace almost anything sinice 
under the Act it is the duty of the board of directors to manage 
the affairs of a company and, thus, will bring into question every 
aspect of management; 


(6b) consequently, actions might be instituted for the purpose of acquiring 


confidential information of which neither the Act nor proper | 


corporate practice requires disclosure; 


(c) the section will invite litigation by individual shareholders who 
will not be suing on behalf of a class and, thus, a company of 


substantial size might be involved in the course of a year in © 


numerous actions based upon alleged, if unsound grievances; 

(d) the tendency of those attacking the management of a company would 
be to use “men of straw” for the purposes of such actions who could 
not respond to any court costs awarded against them. 


That is what Mr. Graydon had to say. 
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_ The Canadian Manufacturers’ Association adopted, I think, what Mr. 
- Graydon had said and they have even quoted the language of his brief. 

$1 The Chartered Accountants have made no comment on this since this is 

. a matter of law, and since chartered accountants will be just as zealous in 

.. their field as lawyers would be in their own field against practising accountancy, 

_ they have made no comment on that. 

Senator HUGESSEN: Could we find out from Mr. Lesage what the purpose 
of the section is? 

Mr. LEsaGE: It was to protect the minority shareholders. This was brought 
in not by the department but by the interdepartmental committee, by some 
_ people who had worked on the Draft Uniform Companies Act, and they felt 
_ this provision which comes from the Draft Uniform Companies Act should also 
_ be inserted here as a measure of protection for minority shareholders. I do not 
see any good reason to bring it in, and so far as I am concerned I will be 
as happy if it is deleted. As Mr. Graydon says in his letter, it opens the door 
to unnecessary litigation. 

Senator BURCHILL: Is it in any provincial act? 


Mr. LESAGE: It may have been tried in Ontario, but I don’t know. I think 
it comes from the Draft Uniform Companies Act, and it was suggested at the 
interdepartmental committee where we had three lawyers from the practice, 
three lawyers who were invited to sit with us. These were the people who 
asked for that because they were advocating that we should adopt as much 

_ as possible from the Draft Uniform Companies Act. I do not see any reason for 
it, and I would agree with Mr. Graydon’s views that there is a danger there 
would be unnecessary litigation. 

I do not see the need for it. If the committee decides to leave it there, 
it does not change anything in the administration of the act so far as the 
department is concerned, and therefore I have no firm views, but I would rather 
be inclined to have it deleted. 

The CHAIRMAN: The proposed section is word for word with section 341 
in the Ontario Corporations Act. 

Senator HuGESSEN: Do you know of any actions taken under that section? 

The CHAIRMAN: I don’t know of any. I understand there were a few 

_ cases I could mention that I am satisfied were of the character I described to you. 
_ We might, however, discover that, like this section in the Companies Information 
_ Act, very few of those practising under the act were aware of its existence 
until it was called to their attention here. But it does seem to open a very broad 
field where an aggrieved shareholder can sue an employee of the company. 
I think the rights of aggrieved shareholders are amply provided for otherwise 
under the act, and in the general law. Mr. Lesage, of course, would be just as 
happy if we struck it out, so I think we will take due note of that. 

Now, I am going to make one suggestion, if I may—and it might be thought 
that this is a hobbyhorse I am riding—with respect to special act companies. 
When you look at the special acts in some cases section 96 of the general act 
is specifically referred to as being applicable. Now, section 96 of the general 
act is the one that delimits the directors’ liability. It is quite a lengthy section. 
It-is concerned with a director who is interested in a contract with the company, 
and it goes on to indicate how he shall behave, and what procedures he shall 
follow. Some of the special act companies include this section specifically, but 
just as many of them do not include it. 

Under the general provisions of the Federal Companies Act, in section 149, 
I think it is, certain sections of the Companies Act are made applicable to 
special act companies, but not section 96. 
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What I suggest is that if a company incorporated by special act forgets _ 
to put in section 96 then the directors are exposed to the common law liability — 
which presents an almost impossible situation. I have a treatise here which 4 
shows the extent of the common law liability on directors. 4 
I was going to suggest that at an appropriate time section 149(1) of the © 
act, where it says: 
Sections 66 to 82, sections 112 to 125, and section 100 of Part I ap- 
ply to companies to which this Part applies, except those loan companies 
and trust companies to which this Part continues to apply. 


Be amended by adding section 96. 

Mr. Lesace: And why not section 97? I would rather see sections 96 and 
97 inserted there—those two sections. 

The CHAIRMAN: That is right. 

Mr. LESAGE: You have in section 147 a reference to Part II, corporations 
without share capital. You could link sections 96 and 97 together. If it was 
considered good, then I would agree to insert sections 96 and 97. 

The CHAIRMAN: There is one other thing I would like to mention. There 
is a brief that I referred to the other day which came from the late Senator 
Campbell’s firm. It is incorporated in the addenda to the proceedings of the © 
last meeting. It has to do with section 11 of the bill, and it arises in connection 
with these mutual funds. What Mr. Godfrey had to say about section 11 of — 
the bill was this: 

The letters patent contain the usual provisions respecting mutual 
funds in that they provide that a shareholder may “require a company 


to redeem his said shares for cancellation at the asset value of such 
shares’’, 


| 
| 
: 
. 
Now, if we look at the explanatory note we see that there is the suggestion 
that it is thought desirable to give such statutory recognition to mutual funds | 
shares and thereby set at rest any doubts there may be in regard to the capital 
structure of these companies. But, the definition of “mutual fund shares” in 
the operative part of the section refers to “the surrender at the request of the 
holder thereof”. What these people are concerned about is that they see no 
useful purpose to be served by using the word “surrender” instead of the 
words “purchase of redemption for cancellation”, which are the words used | 
in the Companies Act, and which have a well known meaning. 
Mr. LESAGE: There is a reason why we use the word “ surrender”. ‘ 
The CHAIRMAN: Their objection is that you are confusing the terminology 
by introducing the word “surrender”? when the provisions of the incorporating 
letters patent contain the words “redemption or purchase for cancellation’. 
Mr. LESAGE: There, you see, the word “redemption” means that a com- 
pany is redeeming at the price determined in the letters patent—that is to say, 
the par value plus a premium, which is determined in the letters patent— 
while the purchase for consideration is the price agreed upon between the com- 
pany and the shareholder, or with the unanimous consent of the holders of the 
all the preferred shares at a price, but never exceeding the redemption price. 
In the case of mutual share companies you usually have 10-cent par value 
shares which may be surrendered at $8, $9 or $10 on the market, so the words 
“purchased for cancellation” would be misleading because we have to take 
into account the fact that the concept of a mutual fund share does not fit into 
the British common law system, and it does not fit into the concept we have 
of a share in our Companies Act. A mutual fund share lies between the nature 
of a share and the nature of a trust ticket, I would say, and it has not been 
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share within the meaning of a share that we usually have. I think it would 
be dangerous to use the same language for repaying to the shareholders. 
ae The CHAIRMAN: There are two objections, Mr. Lesage. First of all, such 
companies are incorporated, and the language is used that a shareholder may 
require the company to redeem his said shares for cancellation at the asset 
_ value of such shares. Now, this is a piece of paper that is handed out, and it 
- contains that language. But, when you are introducing this specific authority 
q - to deal with such mutual fund shares you say: “surrender at the request of the 
_ holder of such shares”. 

Mr. Lresace: That is right. 


The CHAIRMAN: What I am saying is: Why introduce the word “surrender” 
when the piece of paper I have contains the language “to redeem”. 
Mr. LESAGE: It will not. 


The CHAIRMAN: You say it will not. What I am saying is that the share 
certificates that are presently outstanding in the letters patent of the com- 


sions. 


Mr. LESAGE: Yes, but they will not contain them for long. As soon as sec- 
tion 12A comes into force the language will be changed in the letters patent 
and the supplementary letters patent. That is what brought section 12a in, 
and that is what brought the policy of the department not to grant any further 
letters patent incorporating mutual funds almost two years ago. 


The CHAIRMAN: Wait a minute. Do you mean that companies that pre- 
sently have letters patent and have shares outstanding are going to have to 


come back to you and get supplementary letters patent changing the language 
and the terms and conditions? 


Mr. LesaGeE: They have to come for the authorization of more capital, 
I would say, at least once every two years, and it is going to be within a very 
short time that the language will be changed over. 


The CHAIRMAN: The language will be changed over. Do you not need the 
authority of what is proposed in this bill to do that? 


Mr. LesaGe: To change the language? 
The CHAIRMAN: Yes. 


Mr. LESAGE: The companies will request it because what they have at the 
moment will be illegal—the wording that is now used for the mutual funds 
is illegal because the so-called redemption and the so-called purchase for can- 
cellation in the mutual fund companies is not, in fact, a redemption or a pur- 
chase for cancellation within the meaning of the act, or within the meaning 
of the common law. 


The CHAIRMAN: We can have a good look at that, but the second point I 
want to raise has to do with subsection (4) which is found on page 9. There 
is provision that no surrender shall be made if the company is insolvent or if 
such surrender of shares would render the company insolvent. Then it goes 
on to spell out: 


—in determining the solvency of the company for the purposes of this 
subsection, no account shall be taken of any increase in the surplus or 
reserves of the company resulting merely from the writing up of the 
values of the assets of the company unless such writing up was made 
more than five years before the date of the surrender of the mutual 
; fund shares. 
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: Mr. LESAGE: That is from section 83 of the act. 


' The CHAIRMAN: You will notice the problem presented by that is that 
mutual fund companies, their assets are valued— 


panies that are incorporated as mutual fund companies do contain those provi- — n 
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Senator BEAUBIEN (Bedford): Every day. 

The CHAIRMAN: At least once each business day. 

Mr. LESAGE: Yes. 

The CHAIRMAN: And to say that the value and write-up which must persist 
is one that is valued five years before the date of surrender, gives complete 
unreality to the whole transaction. 

Mr. LESAGE: When you try to find a definition of the word “insolvency” 
the only place in the act where insolvency is defined is in section 83, as you 
have read a few minutes ago. It is at the end of subsection (4), which is taken 
from section 83. To tell you that I am happy about it, I cannot. I see that it is 
section 83(2) word for word, I would rather take another test for insolvency 
than the one which is given in section 83. I would rather take another test 
for insolvency, at least for section 4 of the new section 12a. I would leave 
it for later to determine. 

Senator Cook: Stop after the word “insolvency”. 

Mr. Lresace: So far as the insolvency is concerned all those shares are 
listed on the market and I do not see any need for that definition of five years. 

The CHAIRMAN: So you would stop the subsection after the word “in- 
solvency”’. 

Mr. LESAGE: Yes. 

Senator BEAUBIEN (Bedford): How could an open investment trust com- 
pany become insolvent? I do not see any point in it. They do not buy on the 
margin, they buy securities. 

The CHAIRMAN: They can never be insolvent, can they? 


Mr. LESAGE: The mutual fund cannot be insolvent. I do not see any reason 
for the insertion in subsection (4) of the definition. I do not see any reason for 
that. 


The CHAIRMAN: We ave had some useful explanations from Mr. Lesage. 
Is there a motion to adjourn? 


Senator HuGESSEN: May I make one suggestion of a minor change in 
wording of the act? 


The CHarrMan: It will take another meeting to dispose of it. 


Senator HUGESSEN: It is in section 16 of the bill, section 29 of the act, 
relating to the surrender of a charter. The wording in subsection 1(a) is: 


(1) The charter of a company may be surrendered if the company 
proves to the satisfaction of the Secretary of State 

(a) that the company has no assets and that any assets owned by it 
immediately prior to the application for leave to surrender its 
charter have been divided rateably among its shareholders... 


That leaves the implication that the company must have had some assets 
remaining legally before the application. I have had a number of instances in 
my practice, and I am sure others have had also, where it is desired to surrender 
the charter. In the case of quite a number you find no assets in them at all. 

A company cleaning up corporate shares may have no assets in operation 
for many years. If you have to prove that the assets owned prior to surrender 
have been distributed, it is very difficult to do so because there are no assets 
to distribute. I thought it may be clearer if we change the wording to read: 


(a) that the company has no assets and that, if it had any assets 
. Immediately prior to the application for leave to surrender its 
charter, such assets have been divided... 
Mr. Lesage might have some comment on it. 
Mr. LESAGE: No. I think it is correct. I agree with your suggestion. 
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; Senator HuGESsEN: I think that in the vast majority of cases where you 
surrender a charter, in the case of quite a number you find no assets in them 
Beat. allo os | | : 
The CHAIRMAN: You have never won a case, in all your life, as quickly 
as you have won this one. 

Mr. LesacE: Before we adjourn there is one thing I am afraid I may forget. 
It is a minor matter. It is in section 12(6) of the act and nothing has been put 
' forward in the bill for that. It says: 
4 All or any part of the authorized capital of a company, except shares 
having priority as to capital or being subject to redemption... 
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: You would need to have “or purchase for cancellation”. 
; Senator BOUFFaARD: Is it for the purpose of mutual funds? 


Mr. LESAGE: No, that is not the purpose. It is to see that you would not 
have shares without par value permitting a decrease in the capital authorized 
by way of repayment to shareholders as in the case of shares with par value. 
It has been argued many times in our office that the word “redemption” was 

_ pretty correct, but they were purchasing for cancellation. It is a loophole in > 
the act and nothing else, and we would like to have it covered. It means adding 
_ “or purchase for cancellation”. It is only a loophole in the act, and through 
_ the years many lawyers have found it. 


Whereupon the committee adjourned. 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, September 16, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 10.35 a.m. 


Present: The Honourable Senators: Hayden (Chairman), Baird, Cook, 
Connolly (Ottawa West), Gelinas, Gouin, Hugessen, Isnor, McCutcheon, 
McLean, Molson, Pouliot, Smith (Kamloops), Taylor (Norfolk), Walker, Willis 
and Woodrow. (17) 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


Bill S-22, An Act to amend the Companies Act was further considered. 


On Motion duly put it was RESOLVED to print as an appendix to this 
days proceedings an article by J. M. Wainberg, Q.C., in the Financial Post of 
September 5, 1964. 


The following witness was heard: 


Mr. Louis Lesage, Q.C., Director, Companies and Corporations Branch, De- 
partment of the Secretary of State. 


After discussion it was agreed that a Sub-Committee, comprising the Hon- 
ourable Senators: Hayden, (Chairman), Bouffard, Cook, McCutcheon and 
Walker consider the proposed amendments to the said Bill. 


At 11.00 a.m. the Committee adjourned to the call of the Chairman. 


Attest. 
F. A. Jackson, 


Clerk of the Committee. 
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: Bill S-22, to amend the Companies Act, met this day at 10 a.m. to give further 
consideration to the bill. 


THE SENATE 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 


EVIDENCE 
OTTAWA, Wednesday, September 16, 1964. 


The Standing Committee on Banking and Commerce to which was referred 


Senator SALTER A. HayDEN (Chairman) in the Chair. 
The CHAIRMAN: Honourable senators, we had pretty well concluded our 


- evidence and a substantial part of the submissions which had been made by 


the witnesses, with respect to Bill S-22, to amend the Companies Act. We 


_ had dealt with those with Mr. Lesage at the last sitting we had; and I think 
_ we have almost arrived at the stage where a subcommittee might be very 
useful. However, before a subcommittee is set up, if that is the wish of the 


committee, I would like to direct the attention of the committee to an article 


which appeared in the Financial Post of September 5 last, written by a Mr. 


J. M. Wainberg, Q.C., of Toronto. It is a lengthy article, and it raises a 


number of very interesting questions, one of which has to do with the provi- 


sions in relation to conflict of interests—a director or a shareholder who has 


more than 10 per cent of the shares of the company, and the conflict of 


interest, particularly in the case of directors, where they may secure informa- 


tion as the result of their position and put it to their profit, and what the 


_author calls conflict of interest with regard to secret profits. 


The other point that.seems to be of some public importance is the matter 


of take-over bids. These are two of the highlights in this article of his. I was 


wondering what approach the committee suggests should be made to this. 


At first I thought we should invite Mr. Wainberg to be a witness but then 


I doubt if he could add anything to this lengthy article. We have the text 


_before us, which perhaps the subcommittee could study. It deals with conflict 
of interest and there is a proposed amendment among those which we have 


in this act dealing with this aspect. The subcommittee might think that 


-amendment does not go far enough or that there should be other changes. 
What is the view of the committee? There are a number of other points. raised 
which I do not put in the same category; for instance he raises the question 


of auditors and the way in which they are appointed and function in the rela- 


tionship between auditors and majority shareholders of companies and the 


possibility of influence there. He has some suggestions as to how to create 
a more secure and more independent position for auditors. Those are things 


we can take in our stride because they are the subject matter of amendments 


proposed in this bill, and in the course of the report by the subcommittee 


and its consideration by our committee we can look into that. However, in| 


my view the two important ones are the questions of take-over bids and of 


conflict of interest and secret profits. Is it the view of the committee that 


in the first instance when we appoint a subcommittee we might suggest to 
them to report on that and if they feel some changes are necessary to recom- 
mend them? 


Senator McCutTcHEon: I suggest that Mr. Wainberg’s statements should be 


incorporated in the appendix to today’s proceedings. If it is the view of the 
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other members of the committee I think this whole matter should be referred 
now to the subcommittee. S 

The CHAIRMAN: Is it the view of the committee that we should append | 
this statement to today’s proceedings? k 

Hon. SENATORS: Agreed. | 

(See appendix “A’’). 

The CHAIRMAN: On the question of the subcommittee it is of course re- — 
alized that the members of the subcommittee will want Mr. Lesage and our 
Law Clerk to be available in connection with any changes we may propose 
to make. The record is pretty clear. I have read through it again and it 
certainly indicates the views of the committee on many of the proposed amend- 
ments. 

Before we go ahead and appoint a subcommittee I would like to ask 
Mr. Lesage at this stage, and before we get down to the work of appointing 
a subcommittee, if there is anything else he would like to add at this time. 


Mr. Louis Lesage, Q.C., Director, Companies and Corporations Branch, 
Department of Secretary of State: I would like to ask if it is possible for 
the subcommittee to have a representative from the legislative section of De- 
partment of Justice, and may I also suggest that Mr. Ryan, who worked with 
us in the drafting of the bill, attend those meetings. 


The CHAIRMAN: That is something the subcommittee can consider. We will 
have our own Law Clerk and we have found that he is a pretty good lawyer. — 
The subcommittee itself will have to decide whether it needs Mr. Ryan 
from time to time. Anything else? 


Mr. LESAGE: There is something which has not been discussed at very — 
great length, and that is the importance of having more teeth in the Companies 
Act, as was suggested, for the collecting of returns on financial statements. — 
I wonder if it would be advisable for me to give some figures to indicate - 
the necessity for the strengthening of those sections? 


The CHAIRMAN: Have you figures available? | 


sa 


Mr. LESAGE: Yes. Some 14,292 companies received the notice last spring — 
that they had to file their annual summaries. The summaries are due on 
June 2 each year, and as of June 1 only 7,520 summaries were received, leaving > 
over 6,000 companies in default at that time. In checking with the department 
early this morning, I find that we have received 13,265 to date with the result | 
that there are still over 2,000 defaulting companies. We have almost no way 
to collect those annual summaries and we have three years after to consider 
them or “deem them” as the act says “as no longer being in existence.” We had 
also suggested that each and every director should sign personally or through | 
an attorney the annual summary so that every director could realize that he 
is a director of the company. If all the directors were really responsible, then | 
we could have more compliance and this is the reason for the stricter legisla- 
tion we are seeking. 

In so far as financial statements are concerned, the situation is really worse. — 
Out of 2,200 public companies which have to deposit their financial statements 
as of this morning, 1,150 were up to date, and 1,050 were in default. These ~ 
figures speak for themselves and we really need in the department some power 
to force those companies to comply not just for the interest of the department 
officials but for the protection of the public. 

The other point, and this is the last one on which I wish to make a com- 
ment at this stage, is the redemption of preferred shares. At the last meeting 
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I submitted a proposed amendment to section 49 which I felt could be a compro- 


‘ mise. I would not like the committee to understand that it is my personal view 
_ we should adopt that. It is only a matter of compromise, and I still think that 


the system we have that preferred shares could not be redeemed except out of: 
_ ascertained net profit should be maintained as it is maintained in England, 


in the Province of Quebec and a few other provinces. Since we have not in 


the federal government any authority of the nature of a securities commis- 
sion to control our companies, I think we still have to rely on the common 
law, and the departure from the common law adopted by Ontario a few years 
ago and a few weeks ago by the Winnipeg Government should not be adopted 
by the federal Government at least for a few years to come. I think, Mr. 
Chairman, these are the main points I wanted to add to my previous state- 
ments. 

Senator ISNor: Am I correct in assuming that 50 per cent of the com- 
panies who are supposed to make returns have not done so and you have no 
means of ensuring that they do so? 

Mr. Lresace: Almost no means. 

Senator Isnor: What is the difference? 

Mr. LESAGE: We could apply the sanctions provided in sections 121 and 
125 of the Companies Act. However this would mean that in each and every 
instance the devartment wou'd have to require an investigation to be carried 
out by the R.C.M.P. at Government expense, and then we would have to sub- 
-mit the case to the Department of Justice who would have to appoint an agent 
to go to court to collect the $20 fine to force them to comply. So the compliance 
in those cases would cost the Government hundreds of dollars, and the Gov- 
ernment could collect the court costs which might amount to $13 or $15, 
and the $20 fine. 

So, the only possibility is the one we have suggested, that authority be 
granted for the dissolution of the company. Many of those who presented 
briefs indicated that we were too drastic. When I gave those figures a few 
minutes ago it was to indicate that if we have to be that drastic it is because 

of a real lack of co-operation on the part of the companies. Otherwise we 
would have to set up an investigation department with the help of the 
R.C.M.P., or even without their help, and have a number of prosecutions 
each and every year. This is for the protection of the public in all instances, 
and not for the good of the Government. 

Even those summaries that are received are not so very. well prepared. 
They do not always disclose the truth. If we have no teeh in he Companies 
Ac it would not be possible to have realistic figures. 

The CHAIRMAN: It appears to me that two remedies might be available. 
One would be a penalty for late filing and, secondly, there could be the right 
to cancel or dissolve the company if the filing is not made within a certain 
period of time. 

Senator BAIRD: What actually do you mean by filing a statement? Is that 
the same statement that is submitted to the shareholders, or to the Income 
Tax Department? . 


Mr. LESAGE: No. 

' Senator Barrp: It would not be the same? 

Mr. LrEsacE: Not at all. They are two different cases. In the case of public 
companies they have to file an annual return, and deposit a copy of the finan- 
cial statement which also has to be mailed to each and every shareholder. 

Senator BArrpD: Do you not think that many companies are getting pretty 
fed up with your demands for statements, and so on? 
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Mr. LesacEe: I beg your pardon? 
Senator Barrp: Do you not think they are fed up with all the dene 
of your department? it 
Mr. LesaGeE: I do not say they are fed up, but they know that nothing hapae 
pens if they do not comply except when they have to apply for supplemen- 
tary letters patent, in which case we can say: “You have to file that return 
or you do not get your supplementary letters patent.” But, that'is a kind of 
blackmail I do not like. y a 
The CHAIRMAN: If the Crown grants a charter surely the Crown can say: 
“We want you to report annually’’. f 
Senator BarrD: Yes, surely, and they agree to that. 4 
The CHAIRMAN: The information that goes to the Income Tax Division — 
may well be, and usually is, a different kind of information that is contained © 
in a corporate statement that is sent to the shareholders. q 
Senator McCuTCHEON: They have adopted the two-book system. % 


Senator GOuIN: Do you suggest, Mr. Lesage, that all directors be obliged _ 
to sign the return? 4 

Mr. LesaGE: The signature on the annual summary is another point. ; 
Experience has proved that in a large number of instances the summary we a 
have received is a mere copy of the summary for the preceding year. When — 
we have sent letters to each and every director advising them that the com- — 
pany is in default they have answered that they have not been a director — 
for six or seven years, or they have never been a director of that company. @ 
Mind you, this was sworn to by supposedly responsible people. What we > 
have to say is that those statements are not true, and they are made without © 
any care. This may lead to many hardships being imposed on directors, and 
sO on. 4 

The only solution that we ‘could find was to provide that each and every 
director in each and every year—but only once a year—sign that annual sum- — 
mary personally, or through an agent authorized in writing. This means that © 
each and every director recognize at least once a year that he is a director of — 
that particular company. I do not think it is too much to ask of a director 
of a company to realize that fact once a year. 4 

Some objections were put forward. When we were in the interdepartmental 
committee somebody suggested that the auditor of the company should certify © 
the summary so that the directors would not be obligated to sign it, but the 
Institute of Chartered Accountants objected to that. Everyone objected to the | 
auditor of the company certifying the summary, so we are back to the old : 
system of having it signed by only two directors on behalf of the board. Our 
experience has been that those two signatures which appear to have been» 
sworn are in too many instances untrue. So, if there is any other system whereby © 
we can have an accurate record without having to have a police force going | 
in and investigating, then I think it is in the idea of having each and every 
director sign either personally or through an authorized person so that the - 
necessary prctection is given to the public. The department is not interested — 
whether the statement is true or not. This does not affect the administration ing 
the department, but it does affect the public generally. 


Senator GouIN: I agree, but is the idea in having each director sign the 
statement that he be made aware that he is a director? 


Mr. LESAGE: That is right. It amounts to the same thing. 


The CHAIRMAN: There is a point I want to raise with the committee. It 
_ concerns the question of conflict of interest, or the trading by directors in the 
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shares of a company. Section 98 of the Companies Act as we now have it 
provides: . 

3 Every director of a public company shall furnish annually to the 
secretary, for the information of the shareholders of the company at the 
a _ annual general meeting thereof, a statement setting forth in detail all 
: shares or other securities of the company bought or sold by him, for his 
personal account, directly or indirectly, during the twelve months im- 
t mediately preceding such annual meeting. 


_ And that statement is available to the shareholders at the annual meeting. 
_ The amending section, which is section 32 of the bill, enlarges that by putting the 
_ obligation not only on a director but also on an officer of a company or any 
shareholders controlling more than 10 per cent of the issued shares of the 
_ company. It also requires that he shall furnish a statement within 30 days 
of any such purchase or sale to the secretary of the company, and that that 
_ statement is available for examination by the shareholders. 

Now, if you will recall, the chartered accountants said that that might well 
_ produce very substantial filings, and they suggested that possibly it should 
_ provide that any trading within a 30-day period should be reported within 30 
days after the end of the month in which it took place. What this bill does is 


_ to eliminate subsection (2) of section 98, and I am wondering what the reason 
_ for that is. Subsection (2) reads: 


No director of a public company shall speculate, for his personal 
account, directly or indirectly, in the shares or other securities of the 
. company of which he is a director. 


a Oe oe 
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Senator McCutcHeon: It does not say he shall not invest. 


: The CHarrman: No, it is “speculate.” I am wondering if Mr. Lesage can 
_ tell us very briefly why that subsection is being removed. 


Mr. LesaGeE: I think it was omitted in the case of public companies because 
_ it would prevent a director of a very large company, such as the Bell Telephone 
} Company, which perhaps held very few shares in the company, from having 
the opportunity of dealing in the shares of that company. The exception applies 
only to public companies. 


The CHAIRMAN: I suppose the answer may be that if you eliminate that 
_ subsection then the general law applies. If some person has inside information 
_ and profits thereby, the circumstances may be such that there would be a right 
_ of action, or there may not, and it is thrown upon the general law. I agree with 
- Senator McCutcheon that that prohibition in subsection (2) is vague and general. 
I do not know how far it goes. 

Senator Hucessen: I do not know how practical it is, Mr. Chairman, but it 
_ sounds very well, speaking of a public company, when you prevent a director 
_ from speculating in the shares of that company. That subsection has been in the 
act for a long time, has it not? 

_ The CHarrMAN: That is right. 


Senator HUGESSEN: Have there been any prosecutions under it? 
Mr. LESAGE: Never. 
Senator HUGESSEN: I think it is one of those things that may have been put 
in for window dressing. I do not think, in the case of a public company the 
Shares of which are listed, you can say that a director is speculating when he 
_ buys shares in that company. I think it is useless. 
Senator McCuTcHEOoNn: This raises a much broader question, and that is as 
to whether any filing of any information, or any disclosure such as is anticipated 
in this bill, with the secretary of the company and which is thus available to the 
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shareholders, is useful at all. Surely, if the purpose is to enable shareholders =: 
to know what people with superior knowledge of the affairs of the company are © 
doing on their own personal account with respect to that company, then that 
information should be public information. As it is, under the terms of the 
S.E.C., where we read, once a month or twice a month, depending upon which 
paper we take, remarks that so and so was a director of a company and that his 
holding of shares are, say, 2,351, that is the only information which is any good. 

I have never been at a shareholders’ meeting when the shareholders have said. 
they want to see a return of the director’s holding. ‘ 


The CHAIRMAN: Neither have I. 


Senator McCuUTCHEON: I have made plenty of returns, but I have never 
been asked. 

The CHAIRMAN: It is a question whether the return should be made public 
as it is under the securities exchange law in the United States, or whether we 
should continue this present method where you lodge it with the secretary, 
where it is available in case anyone would like to see it. If it has a value, it is 
in its being made public. 

Senator McCUTCHEON: The value is in the publicity. 


Senator HUGESSEN: Under the S.E.C., when a public company sends out 
proxies for an annual meeting of shareholders, it has to disclose a statement 
of the shareholdings of the directors. 


Senator McCuTcHEon: That is right. I am not suggesting we should adopt — 
the Securities Exchange Commission law, but what I am now suggesting is 
that it seems to me that what is proposed now would do what we wish to ~ 
accomplish. 


Senator HUGESSEN: I suggest that as an alternative, perhaps the share- 
holders are entitled to know, in the case of an annual general meeting, to what 
extent the shareholders or directors are interested in the shares of the company. 


The CHAIRMAN: We have had the benefit now of the views of the committee. 


Mr. LesacE: Would you permit me to say something about take-over bids? 
I had the opportunity to read this morning an article in the Financial Post and — 
it happened to cross my mind that, as a matter of protection, the subcommittee 
could consider the possibility of giving to the holders of 5 to 10 per cent of the 
shares, authority to take the problem to a court of justice, within a very limited 
delay, in a very summary form, to have this proposed transaction reviewed by 
the court; but this authority being given to the courts only at the request of five © 
or ten per cent, something to be determined thereafter. I wonder if the sub- 
committee could consider that possibility for the protection of minority share- 
holders. 

The CHAIRMAN: We can have a look at that. It would be adopting something 
like the procedure used when you are proposing a scheme of arrangement or 
plan of arrangement, in which case you have to come back to the court to have 
the plan, as approved by the shareholders, sanctioned. Inherent in the suggestion 
that Mr. Lesage has made, if there is a take-over bid and a nominee is used— 
for instance, a trust company making an offer for shares in a company to geta 
controlling interest—I think his suggestion is that a shareholder holding at least, © 
say, 10 per cent of the shares, should be able to go to the court, summarily, for 
full disclosure as to who are behind the nominee or the trustee who is making 
the offer. It is something we can think about. 


Senator HuGESSEN: Not as to whether the offer is a good one. 


The CHAIRMAN: That is so. It is not on the merits of the offer. He has 
- to make up his mind on that himself. 


yee: 
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| On the question of the subcommittee, I would suggest there be about 
five members. I think that would be large enough. Does the committee care 
to make any designation as to what the membership of the subcommittee 


should be? 


Senator BourrarD: The Chairman of the committee should be the chair- 
man of the special committee. 

Senator IsnNor: Five, in addition to the chairman? 

The CHAIRMAN: Or four, in addition to the chairman? 

Senator MoLson: Four. 

The CHAIRMAN: I would like very much if Senator Hugessen could agree 
to become a member. 

Senator HUGESSEN: I would be very happy to do so but I am afraid I 
will be away for most of October. 

The CHAIRMAN: I know that Senator Bouffard would like to be on this 
subcommittee, if at all possible. What about you, Senator McCutcheon? 

Senator McCutcHEon: I would like to be on it, Mr. Chairman, and I will 
do my best to attend. 

The CHAIRMAN: If you are not present, we can always tell you what we 
are proposing. That would make the membership: Senator Bouffard, Senator 
McCutcheon. Now, Senator Walker, you took part in the debate. 

Senator McCutTcHEon: I think Senator Walker should be on the committee. 

Senator WALKER: I would be happy to be on it. 

The CHAIRMAN: What about you, Senator Cook? 

Senator Cook: It is a committee of lawyers? 

The CHAIRMAN: It is really a lawyers’ bill, so far as the subcommittee 
is concerned. When it comes back to the main committee, we have to justify 
what we propose. That is why I think that, in the first instance, the lawyers 
would move faster. But anything we propose will have to be justified to the 
main committee. 

This would make the subcommittee consist as follows: Senator Mc- 
Cutcheon, Senator Bouffard, Senator Cook, Senator Walker and a chairman. 
Is that agreeable? 

Hon. SENATORS: Agreed. 


The CHAIRMAN: We will carry on and in due course make a report to 
the main committee. 


Whereupon the committee adjourned. 
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By J. M. Wainberg, OC 


The 12 existing companies acts in Canada are giving horse and buggy _ 
treatment to today’s jet age corporate traffic problems. They are hopelessly — j 
archaic, totally out-of-date. ; y 

Someone is bound. to get hurt. And many people do. 

Did you know that a two-thirds vote of the shares represented at 4 legally © 
constituted meeting can dispose of the complete undertaking? Or that firms © 
can water down your interest by simply creating more stock? | ag 

Accordingly, the silent holders not represented at, or attending, the meet- — 
ing are almost helplessly bound by the votes of management and proxies for — 
the more important acts a company may take. The silent group may represent 4 
more than 50% of the holdings yet, without their assent, the assets may be sold, | 
a company’s charter surrendered, or its capitalization increased. 

For other actions requiring a simple majority, 50% of those Me in 
person and by proxy can bind all the remaining shareholders. Corporate deci- 4 
slons are thus frequently made by as few as 15% or 20% of the shareholders. 

MW ene same kind of apathy or lack of interest in public affairs gives us coun 
ernments which do not represent the majority but merely an active and inter- q 
ested minority. Maybe we deserve what we get. ¥ 

These provisions were conceived years back. They are no longer adequate. — 

The following archaic provisions are in the Ontario Corporations Act — 
(probably the most “advanced” companies act in Canada), presumably to oro 
tect the minority. 4 

Ten per cent of the shareholders (Section 308) may: rea tion the direc- — 
tors to call a general meeting for specific purposes. That’s good, but what about — 
an annual meeting? Under the regulations of the stock exchanges, annual 
meetings are required under threat of delistment. But for an unlisted public — 4 
company there are no such effective teeth in the Act. This statement may be 
provocative but the word “effective” is deliberately chosen. - i 

Five per cent of the shareholders (Section 309) can require management _ 
to circulate to the shareholders a resolution they intend to move at the next 
meeting of shareholders, together with a statement of not more than A 000 | 
words, but they must first deposit with management a sum reasonably sufficient — 
to meet the company’s expenses in giving effect thereto. To combat the requi- 4 
sitioners, management can use company funds, an Hecate number or} 
words and as many send-cuts as time will allow. 3 ; 

One per cent of the shareholders (Section Gh) can require sae director | 
to make a return to the company to be presented at the next annual meeting 
stating the number and class of shares of the company acquired or disposed of — 
by him, directly or indirectly, since the last annual meeting. The requisition tow 
enforce this must be filed 30 days before the annual meeting. 

But the outside shareholder is not always aware of the date of the next 
annual meeting. How easy it is for management to convene the annual meet-— % 
ing immediately on receipt of such a requisition, for a date within the 30- day 
period, if the information requested is embarrassing. 

Furthermore, why only at an annual meeting? Special meetings being | 
called for extraordinary business are the ones which arouse suspicions. The | 
nature of the special business might be such as to indicate that inside informa- — 
tion, which could be advantageous to the directors, was available to them long — 
Rrere the meeting was called. 

Such outdated clauses in our corporation laws negate efforts to improve > 


investor protection and encourage broader ownership of Canadian industry by 
_ Canadians. 


a 
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' What’s to be done about an over-all improvement for the future? 
_ A uniform corporations act for all the land? LES Bab bniiegt Bing 
Desirable, but not likely. A draft for such an act was prepared about 1937 
and a succession of national conferences have since amended and re-amended 
the proposal to no avail. After 27 years, no jurisdiction has accepted it. - 
_. The only hope for haste lies in accepting the second-best approach: update 
independently the 12 sets of corporation laws; stay with the present frame- 
_ work; set up clarity and continuity; most important of all, put some teeth in 
_ the content. 
4 Six areas need emphasis. 


THE ‘INSIDERS’ VS. ‘OUTSIDERS’ 
; The terms “minority shareholder” and “majority shareholder” have little 


or no significance in corporation parlance today. Most often when the term 
“majority” is used, the reference is to the group in power. How many com- 
f panies are managed by shareholders holding a majority of the issued common 
_ shares? Probably fewer than 25% of public companies are in such a position. 
“Tnsiders” or “In-group” would be more appropriate terms. Conversely, 
the “outsiders” or “out-group” would apply to what is commonly called (in 
Most cases incorrectly) the minority. 
There are several public companies whose management holds fewer than 
5% of the issued common shares. 


a 
) 
‘ 
4 


Financial Statements 


_. There should be greater disclosure of companies’ affairs at annual meetings 
and during the fiscal year. Ae 7 
d Disclosure of corporate data at the annual meeting, or in the financial 
_ statements mailed immediately prior to the meeting, approximately six months 
after the end of the fiscal period, can hardly be said to be prejudicial to the 
interests of the company as is claimed by some. 
. Shareholders are demanding more such information, less -secrecy. © : 
Under all the companies acts, auditors are appointed by and for the share- 
holders. Their responsibility is. to the existing shareholders and to no-one 
_else—not to the directors, not to future shareholders, not to the public. Unfor- 
tunately, the auditors must work in conjunction with management, which. all 
too often exercises a degree of control over the method and system of keeping 
the books, and. the preparation of financial statements. 
In many cases, the auditors are also the accountants. If the duties of 
, accountants and auditors were clearly. separated in public companies, the 
shareholders (who are the real owners of the company) would be more likely 
to receive the. information to which they are entitled, and not merely the 
infermation which the “in-group” (most often a minority) deigns to hand out. 
| The auditors would then truly be the watchdogs for the shareholders, 
‘What happens if a truly independent auditor disagrees with a manage- 
ment’s statements or a management’s instructions on how far it should go. in 
the realm of disclosure? What chance has he for reappointment as next. year’s 
fauditor?._, ; . ee th ag 
There is no machinery for resolving any difference of opinion between 
the management and the auditor for the shareholders. The auditor is entitled to 
Notice of every meeting of shareholders and he is entitled.to be heard. But how 


much is he permitted to say? He should be obliged to attend, and he should be 
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required to disclose what is requested. He should be permitted to send Hee 
personal report direct to his employers—the shareholders—if in his opinion this. 
is necessary to satisfy his obligation of appointment. ‘, 
If management solicits proxies from the shareholders, it should indicate 
whether they intend to use such proxies for the appointment of the present 
auditor or a new one. If there has been some disagreement between the manage- 
ment and the auditor, shareholders should be told. | 
The legislature, being the creator of companies, could well provide a mini- 
mum standard of disclosure to which all companies must adhere. Is already 
does this in a minor form with the annual returns. It could also make necessary ~ 
disclosure of such specific information as “‘cash-flow” (net profit plus deprecia- ) 
tion and depletion) and ‘‘source and application of funds” (inward and outward © 
movement of cash) etc. | 
The Toronto Stock Exchange requires a statement of source and application — 
of funds with each filing statement. The Canadian Institute of Chartered — 
Accountants is said to be urging its inclusion in all financial statements, but — 
not without opposition from some sources. , 
The recent bulletin of the institute contains some worthy suggestions (FP, 
Aug. 22). But they have no legislative force. The government should not and — 
cannot delegate to the CICA, or to the TSE, or to the securities commissions, — 
power which it alone enjoys. These organizations are merely nursemaids watch- © 
ing over the corporate progeny created by the government. 4 
Inventory and inventory reserves are other matters requiring disclosure. The — 
bland statement that inventory was taken at the “lesser of cost or market — 
value” while intended to be informative can be very misleading. The auditors’ — 
certificate should be required to disclose how market value was ascertained — 
and whether it conforms with the system used in similar industries. 4 
A case at present in the courts involves a relatively small company in which © 
the interpretation of the word ‘‘market” by two different groups shows a 
difference of over $500,000. 1 
“Inventory reserves” (amounts set aside to take care of any decline in 
value or cost of stock-in-trade) should be disclosed, the reason therefor and — 
method of calculation. q 


Disclosure of trading 


A shareholder receives notice of an annual meeting of shareholders approx- 
imately seven to 15 days before the date of the meeting. It must be mailed not — 
less than 10 days before the meeting. He reads the material. Assuming that this — 
is adequate, he feels that he wants to know whether the officers of the company — 
used inside information and bought or sold shares before the release of the 
information to the general body of shareholders. He finds that under the Ontario © 
Corporations Act (Section 71) the holders of 1% of the issued capital can require — 
each director to disclose at the next annual meeting his tradings in the shares 
of the company. But why only at an annual meeting? 

The requisition for this purpose must be filed at least 30 days before the 
annual meeting. This is unchanged in the draft Uniform Act. While this section — 
may look good on paper, it is almost completely ineffectual and rarely used. 

Directors, officers and shareholders holding more than 10% of the voting 
stock should be required to report regularly any trading they have done in 
the company shares. One Ontario legislation has suggested that the act should 
be amended so as to compel every director and officer to report to the com-— 
pany’s secretary all the trading he does in the company’s stock, and that such — 
information should be immediately available to every registered shareholder | 
on request. He further suggests that failure to comply will permit the share- 
holder to recover in the courts the benefit of such secret trading. But this 
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_ The Uniform Companies Act does not propose any amendment to this 
ection, except changing a few words for clarification. 

- The present Section 98 of the federal Companies Act requires every 
director of a public company to furnish annually to the secretary of the com- 
pany (for the information of the shareholders at the next annual meeting) a 
statement setting forth in detail his personal trading in the shares of the com- 


00 simple for a problem so complex. It requires a great deal of 


pany during the 12 months preceding the annual meeting. Failing this he is | : 


] liable to a fine not exceeding $1,000 or to imprisonment for six months or 
- both. If he speculates for his personal account, directly or indirectly in the 
shares of the company, he is liable to the same penalties. BY 

Under currently proposed changes (Bill S-22), Sec. 98 (1) will require 
- every director and officer, and every shareholder holding over 10% of the 


any purchase or sale. This information is to be made available for inspection 


_ who will prejudice his or her employer by reporting on him or refusing to 


_ $1,000 or six months in jail or both? 

f Reports on trading should be filed by the secretary in a public office 
_ immediately upon receipt. 

Dropped entirely is Section 98 ( 2), which states: ‘No director of a public 
- company shall speculate, for his personal account directly or indirectly in the 
shares or other securities of the company of which he is a director.” 


The law states that directors are in a fiduciary relationship to the share-— 
holders and that when they acquire information which affects the value of the | 


shares they should disclose this information to the shareholders immediately. 
_ The courts will not allow a person holding a position of trust to, make a profit 
out of his office. 


In the U.S., the Securities & Exchange Commission compels the publication — 


_ of information on trading by officers and directors. But there is no such law 
_ here except the section (see above) which permits a shareholder holding 
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made 30 days prior to the annual meeting. 


Secret profits 


in Canada a company can sue its own directors or officers to recover secret 


_ profits made with inside confidential information. But how often has this hap- | 


- pened? 


Directors are reluctant to sue their co-directors. Shareholders may in-— 
stitute a “class” action but at their own expense, providing knowledge of 


such secret profits comes to their attention. Suspicion alone is not enough. It 
is difficult, if not practically impossible, for an outside shareholder to ascertain 
_whether insiders have been taking advantage of inside information. 

3 The directors could benefit personally by prior knowledge of the purchase 
of a valuable asset (such as in the Timmins claim rush), or the failure of an 
enterprise operated by the company, long before these facts become known 
to the shareholder. 

; The poor shareholder is frustrated. He has no adequate means of getting 
inside information but his directors, whom he has placed in charge of his 


finances and his business, can make profits by reason of their inside knowledge. 
hn  21296—2 


fi 


i 


A 


ey 
§ 

i+ 
7 


voting stock, to notify the secretary of the company within 30 days of making 


by any shareholder during normal business hours, and at the annual meeting. — 
_ Secretaries are employees of the company. How many secretaries are there 


pre-date the notice of trading and put him in jeopardy of a fine not exceeding « 


Insider profits are illegal in the U.S., but are not illegal here. Granted that 


1% of the issued shares to require this information providing the request is : iM 
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interest to the rest of the board and he refrains from ae Such disclosure 4 
need be only general in nature. ; 

Since the essence of democracy is participation, in order to perenne a 
shareholders (who are the real owners of the business but absent from its — 
management) must have information. Without information, intelligent participa- _ 
tion is impossible, new decisions and opinions worthless. Probably this explains © 
why such a small percentage of shareholders send in proxy instruments, and 
why such a small number attend meetings in person. 

These defects in the area of disclosure should be thoroughly investigated 
and remedied. | 


Takeovers 


o> 

Every securities commission in varying degrees compels companies offering — 
their securities for sale to reveal basic information about its officers, directors, q 
assets, liabilities, intentions and plan of financing. 

But no such requirement exists on takeover bids. A bidder should be | 
compelled (through the provisions of the Companies Acts) to reveal his identity, — 
his intentions and his ability to carry out his intentions. A takeover is analogous 
to a sale of assets or an amalgamation. In these cases existing provisions of, — 
for example, the Ontario Corporations Act are applicable. ; 

The approval of the holders of two-thirds of the shares present and voting | 
at a shareholders’ meeting called for that purpose is required. 

In the calling of such a meeting the provisions of the Act regarding notice 
come into play. Full disclosure is required. 

The act should be amended by adding takeover provisions: 

Takeover bids must first be made to the company, giving the names of per- ~ 
sons having more than a 5 per cent interest in the bidder, its intention and its — 
ability to carry out its intention. This follows the requirements for a Toronto — 
Stock Exchange filing statement. 

The company must forthwith call a meeting of shareholders to consider — 
the bid. If the company does not call such a meeting, any shareholder can call 
a meeting using the same provisions that make possible the calling of any meet- © 
ing by requisition. 

If consideration to be given is in securities of another company, all the © 
information of such company should be given in form similar to that required — 
by the Toronto Stock Exchange filing statement or a prospectus for filing with — 
the Ontario Securities Commission, including the basis of the valuation of such gq 
securities. . 

Such a takeover code should be written into each company’s act. 


Nominee directors 


Directors whose only interest in the company is as a representative of an — 
undisclosed shareholder should disclose this situation. 

A public company whose board of five comprises four employees of the © 
major shareholder obviously does not have five independent votes. The decision — 
of the employer controls (even if he is not on the board himself). His secretary, — 
office manager or personal friend, with one or 10 shares, isn’t likely to vote — 
against the wishes or interests of the employer. Without considering whether ~ 
this practice is right or wrong such a situation should be disclosed, not solely — 
for the knowledge of the other shareholders but for the protection of the — 
nominee director himself. 

This is not an entirely new principle. Under Section 56 of the Ontario Act 
‘and Section 178 of the federal Act, executors, administrators, committees, © 
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uardians or trustees, registered on the books as such, are not personally 
responsible in respect of the shares they represent. The estate or the person 
represented is liable, if such representation is recorded on the share register. 
4 This should be extended to the case of nominee directors. Provision should 
be made for such nominee arrangements to be disclosed on the books of the 
company. If no disclosure is made, the nominee director should be only second- 
_ arily responsible. The principal himself should be primarily responsible, not 
a only for the liabilities of the nominee director, but also for his acts as a director. 
q The Ontario Act (Section 73) extends this to directors with respect only 
_ to the liability for wages of employees. But there are many other liabilities 
imposed on the directors. 

On the recent Timmins questionnaire of the Ontario Securities Commission, 
the nominee problem was touched. It will be interesting to see whether any- 
_ thing develops on this point from the inquiry. 
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Jurisdiction 
Conflict such as, in Ontario, the overlapping of jurisdictions between the 

Provincial Secretary’s Department, the Ontario Securities Commission and 
_ the Toronto Stock Exchange should be cleared up. There should be no doubt 
as to which has authority over any specific case. 
a As the law stands at present, one can hardly blame the heads of any of the 
_ three organizations or departments for not taking more direct action in the 
_ recent Timmins claims rush, or the Windfall Oils & Mines incident CPPS 
Aug. 29). 

It is up to the legislature to clarify the respective authorities and give 
them the machinery with which to enforce their respective authority. 

It appears that the Ontario Securities Commission assumes it has authority 
_ over the distribution of shares to the public under primary distribution. Yet 
_ the Toronto Stock Exchange assumes similar authority over shares listed with 
_ it even when the shares are under primary distribution. , 
+ Has the Ontario Securities Commission jurisdiction over misuse of com- 
- pany funds? 
:. The Toronto Stock Exchange can delist for an infraction of its source 
and application of funds regulations but what then? 
4 Does an outside shareholder have to institute an action in the courts for 
improper use of funds or mismanagement? If he does he has to advance 
_ the cost of the litigation himself. If he wins the proceeds go to the company. If 
h he loses, he pays the shot himself—and he may lose not because he had no 
_ case, but because he did not have sufficient evidence. 
. A director of companies, directly responsible to the government, should 
_ be given supervisory responsibility as well as the authority to see that all 
_ companies, whether listed or not, whether public or private, are complying 
- with a revised corporation law. 
All Canadian companies are the creatures of government, provincial or 
_ federal. The real owners of those companies so created are the shareholders. 
_ That is why governments should take prompt action to make sure that com- 
_ pany laws are in tune with modern practice and recognize the rights of the 
_ shareholders. | 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, November 18th, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 4.45 p.m. 


Present: The Honourable Senators: Hayden (Chairman), Aseltine, Baird, 
Blois, Choquette, Cook, Crerar, Croll, Davies, Dessureault, Fergusson, Gelinas, 
Hugessen, Irvine, Isnor, Kinley, Lambert, Lang, Leonard, McCutcheon, O’Leary 
(Carleton), Paterson, Penton Pouliot, Smith Cocoon Rahn: (Norfolk), 
Thorvaldson, Willis and Woodrow.—(29) 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


Bill S-22, “An Act to amend the Companies Act”, was further con- 
sidered. 


A report from the subcommittee, recommending certain amendments to 
the said Bill, was submitted and explained by the Chairman. 

The following witness was heard: 

Mr. Louis Lesage, Q.C., Director, Companies and Corporations Branch, 
Department of the Secretary of State. 


At 6.15 p.m, the Committee adjourned until 8.00 p.m. this day. 
At 8.00 p.m. the Committee resumed. 


Present: The Honourable Senators Hayden (Chairman), Aseltine, Con- 
nolly (Ottawa West), Cook, Davies, Dessureault, Hugessen, Kinley, Lang, 
McCutcheon, Pearson, Pouliot, Smith (Kamloops), Taylor (Norfolk), Willis 
and Woodrow. (16) 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 
Bill S-22 was further considered. 


The following witness was heard: 


Mr. Louis Lesage, @.C., Director, Companies and Corporations Branch, 
Department of the Secretary of State. 


The Motion of the Honourable Senator Hugessen that section 128A in 
clause 37 of the Bill be retained, was RESOLVED in the negative on the 
following division: 

YEAS—2 NAYS—9 


On Motion of the Honourable Senator McCutcheon it was RESOLVED that 
the Bill as reported by the subcommittee and accepted by the Committee, be 
now reported with the following amendments: 


1. Page 1: Clause 3 is amended by adding thereto after subclause (2) the 
following: 
(3) Section 3 of the said Act is further amended by inserting 
immediately after paragraph (7) thereof the following: 
‘(ia) “officer” means president, chairman of the board of directors, 
vice-president, secretary, assistant secretary, treasurer, assistant 


at 
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treasurer, or any other person designated an officer by by-law or 

by a resolution of the directors.’ 

(4) Section 3 of the said Act is further amended by deleting from 
paragraph (n) thereof the following: 


‘, a subscriber to the memorandum of agreement.’ ” 


2. Page 2: Strike out subclause (2) of clause 5 and substitute therefor the 
following: 
“(2) Subsection (3) of section 5 of the said Act is repealed and the 
following substituted therefor: 


‘(3) Nothing in this Part shall be construed to authorize the 
company to issue any promissory note intended to be circulated as 
money or as the note of a bank or to engage in the business of bank- 
ing or insurance.’ ”’ 

(3) Subsection (4) of section 5 of the said Act is repealed and the 
following substituted therefor: 


‘(4) Where a company 
(a) carries on a business that is not within the scope of the objects 

set forth in its letters patent or supplementary letters patent, 
(b) exercises or professes to exercise any powers that are not truly 

ancillary or reasonably incidental to the objects set forth in its 
letters patent or supplementary letters patent, 
(c) exercises or professes to exercise any powers expressly excluded 
by its letters patent or supplementary letters patent, 
the company is liable to be wound up and dissolved under the 
Winding-up Act upon the application of the Attorney General of 
Canada to a court of competent jurisdiction for an order that the 
company be wound: up under that Act, which application may be 
made upon receipt by the Attorney General of Canada of a certifi- 
cate of the Secretary of State setting forth his opinion that any of 
the circumstances described in paragraphs (a) to (c) apply to 
that company. 

(5) In any application to the court under subsection (4) the 
court shall determine whether the costs of the winding up shall be 
borne by the company or personally by any or all of the directors 
of the company who knowingly and wilfully were responsible for 
the non-compliance with the requirements outlined in subsection 
(4) above.’ ” 


3. Page 6, line 6: Immediately after “may” insert “, with the consent of 
such applicants or their authorized representative or agent,”’. 


4. Page 6, line 10: Immediately after “patent” insert “or supplementary 
letters patent’’. 


d. Page 6, line 12: Immediately after “patent” insert “or supplementary 
letters patent’’. 


6. Page 6, line 15: Immediately after “patent” insert “or supplementary 
letters patent’’. 


7. Page 6, line 17: Immediately after “patent” insert “or supplementary 
letters patent’’. 


8. Pages 6 to 8: Strike out clause 10 and substitute therefor the following: 


“10. (1) Subsection (1) of section 12 of the said Act is repealed 
and the following substituted therefor: 


‘12. (1) The letters patent or supplementary letters patent of — 
a company may provide for shares of more than one class and for 
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any preferred, deferred or other special rights, restrictions, condi- 
tions or limitations attaching to any class of shares: Provided that 
such letters patent or supplementary letters patent shall not provide 
for shares subject to redemption or purchase for cancellation out of 
capital unless they are preferred shares having a par value and the 
price at which such redemption or purchase for cancellation may 
take place is not more than the par value of the shares plus a 
premium of not more than twenty per cent of such par value; and 
provided further that no such redemption or purchase for cancella- 
tion shall take place when the company is insolvent or when such 
redemption or purchase for cancellation would render it insolvent. 
If any class of shares has attached thereto preferred rights as to 
dividend, the letters patent or supplementary letters patent may 
authorize the issuance, from time to time, in one or more series, 
of the shares of any such class, and may authorize the directors to 
fix, from time to time before issuance, the designation, special rights, 
restrictions, conditions or limitations attaching to the shares of 
each series of such class.’ 


(2) Subsection (6) of section 12 of the said Act is repealed and 
the following substituted therefor: 


ie ‘(6) All or any part of the authorized capital of a company, 
except shares having priority as to capital or being subject to 
redemption or purchase for cancellation, may consist of shares 
without nominal or par value.’ ”’ 


9. Page 8: Strike out clause 11 and substitute therefor the following: 


“11. The said Act is further amended by adding, immediately after 
section 12 thereof the following: 


interest in a fund administered by a company, with conditions 
attaching to the said interest which include a condition providing 
for the acceptance for surrender thereof by the company on the 
demand of the holder at a price determined and payable in accord- 
ance with such conditions; and, in relation to mutual fund shares, the 
words ‘‘redemption or purchase for cancellation” in any letters pat- 
ent or supplementary letters patent shall be deemed to mean accept- 
ance for surrender. 


(2) If the only undertaking of the company consists in the 
administration of such a fund, the letters patent or supplementary 
letters patent may provide for the issuing of mutual fund shares, 
and for the conditions governing the acceptance for surrender by 
the company, on the demand of the holder thereof, of such mutual 
fund shares, or fractions or parts thereof, that are fully paid, at prices 
determined and payable in accordance with the conditions set out in 
such letters patent or supplementary letters patent. 

(3) Any mutual fund shares, or fractions or parts thereof, sur- 
rendered to the company pursuant to the conditions attached thereto 
shall be deemed to be no longer outstanding and shall not be re- 
issued by the company.’ ”’ 
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10. Page 10, line 14: Immediately after “section” insert “or on the date on 
which it became a subsidiary”’. 


; 11. Page 10, line 44: Immediately before “capital” insert “authorized”. 


| 12. Pages 11 to 14: Renumber clauses 15 to 19 as clauses 16 to 20 and 
, insert the following as clause 15: 
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‘12A. (1) In this Act “mutual fund share” means a participating. 
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“15. Subsection (3) of section 21 of the said Act is repealed and 
the following substituted therefor. 

‘(3) No by-law for the said purpose is valid or shall be acted 
upon until it is sanctioned by at least two-thirds of the votes cast 
at a special general meeting of the shareholders duly called for 
considering the by-law. 

(4) A copy of the by-law certified under the seal of the com- 
pany shall be forthwith filed with the Secretary of State and pub- 
lished in the Canada Gazette.’ ” 


13. Page 12, line 11: Immediately after “name” insert “or shall have two 


seals, each of equal authenticity, one showing the French and the other the 
English form of its name’’. 


14. Page 12: Strike out lines 25 to 29, both inclusive, and substitute there- 


for the following: 


“(a) that the company has no assets and that, if it had any assets immedi- 
ately prior to the application for leave to surrender its charter, such 
assets have been divided rateably among its shareholders or mem- 
bers, and either,’. 


15. Page 13: Strike out lines 25 to 31, both inclusive, and substitute there- 


for the following: 


“(4) Where a company has more than one class of shares, the pref- 
erences, rights, conditions, restrictions, limitations or prohibitions 
attaching to any class of shares shall be stated or endorsed, in legible 
characters, on every share certificate representing that class of shares 
or by a writing permanently attached to the share certificate, or there 
shall be inscribed on each such share certificate, in legible characters, a 
statement that there are preferences, rights, conditions, restrictions, limi- 
tations or prohibitions attaching to such class of shares, the full text of 
which is obtainable on demand, and without fee, from the secretary of 
the company. Where such a statement is inscribed on the share certifi- 
cate, the secretary of the company shall furnish, without fee, to the 
shareholder on demand the full text of any preferences, rights, conditions, 
restrictions, limitations or prchibitions attaching to such class of shares.’’ 


16. Page 14, line 25: Immediately after “‘affected;” add “or”. 
17. Page 15, line 9: Strike out ‘auditor’ and substitute therefor “author- 


ized officer of the company”. 


18. Pages 14 to 18: Renumber clauses 20 to 30 as clauses 22 to 32, and 


insert the following as clause 21: 


“21. Section 49 of the said Act is amended by adding the following 
as subsection (3): 


‘(3) Nothwithstanding anything contained in this section, where 
pursuant to subsection (1) of section 12 preferred shares are issued 
providing for redemption or purchase for cancellation out of capital, 
and such shares are so redeemed or purchased for cancellation, then, 
upon the filing of notice thereof with the Secretary of State pursuant 
to section 62, they are thereupon cancelled, and the authorized and 
the issued capital of the company shall be thereby decreased.’ ” 


19. Page 16: Strike out lines 15 to 19, both inclusive. 

20. Page 16, line 20: Strike out “(4)” and substitute therefor al CS hy ft 

21. page 16, line 24: Strike out “(5)” and substitute therefor “(4)”. 

22. Page 16: Strike out lines 30 to 39, both inclusive, and substitute there- 


for the following: 


BANKING AND COMMERCE 181 


‘ “28(1) Section 62 of the said Act is repealed and the following 
substituted therefor: © . 


‘62. When any class of shares is created or becomes subject to 
redemption or purchase for cancellation or conversion into any 
other class, and such redemption or purchase for cancellation or 
conversion is effected in any month, notice thereof, setting forth the 
number of shares of the class redeemed or purchased for cancella- 
tion or converted and the number of shares and the class into which 
conversion is made in that month, and also setting forth whether and 
the extent to which any such redemption or purchase for cancellation 
was made out of capital, shall be filed with the Secretary of State 
before the end of the following month.’ 


(2) The said Act is further amended by adding thereto, immediately 
after section 62 thereof, the following section: 

“62A. When a company has issued any class of mutual fund 
shares the company shall each month file with the Department of 
the Secretary of State a statement giving the number of each class 
of such mutual fund shares which have been accepted for surrender 
during the preceding month.” 


23. Page 17, line 14: Immediately after “public,” insert the following: 


“or where such an offer may be made to the public in any such 
jurisdiction without the filing of a prospectus or similar document,”. 


24. Page 17, line 26: Immediately after “authority,” insert the following: 


“or by an officer of the company, together with a statement of the 
date and place of filing,’’. 


25. Page 18: Renumber clause 31 as clause 34 and insert the following as 
clause 33: 
“33. Subsection (3) of section 83 of the said Act is repealed and the 
following substituted therefor: 

‘(3) For the amount of any dividend that the directors may 
lawfully declare payable in money they may issue therefor shares 
of the company as fully paid up, or they may credit the amount of 
such dividend on the shares of the company already issued but not 
fully paid up, and the liability of the holders of such shares thereon 
shall be reduced by the amount of such dividend.’ ”’ 


26. Page 18: Renumber clauses 32 to 37 as clauses 37 to 42 and insert the 
following as clauses 35 and 36: 
“35. Section 86 of the said Act is amended by adding thereto the 
following as subsection (5): 
‘(5) Notwithstanding any provisions in subparagraphs (1) to 
(4) inclusive of this section, a person may become a director of a 
company if he becomes a shareholder within ten days after his 
election or appointment as a director, but, if he fails to become a 
shareholder within such ten days, he thereupon ceases to be a director 
and shall not be re-elected or re-appointed unless he is a shareholder 
of the company.’ 
36. Subsection (3) of section 87 of the said Act is repealed and the 
following substituted therefor: 
‘(3) A copy of the by-law certified under the seal of the com- 
pany shall be forthwith filed with the Secretary of State, and such 
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copy shall be open for inspection, without fee, during normal office 
hours.’ ”’ 


27. Page 18, lines 31 and 32: Strike out “within thirty days of any such 
purchase or sale”’ and substitute therefor “before the end of the month following 
that in which such purchase or sale took place’’. 


28. Page 18, line 39: Immediately after “hours.” add the following: 


“The secretary of the company shall also, within thirty days of its 
receipt by him, furnish to the Secretary of State a copy of each such 
statement, and the Secretary of State shall make such statements available 
for inspection by any shareholder of the company at any time during 
usual office hours.”’ 


29. Page 18, line 40: Strike out “present”? and substitute therefor “dis- 
close’. 


30. Page 19, line 6: Strike out “make” and substitute therefor ‘furnish 
to the secretary of the company”. 


31. Page 19: Strike out line 35 and substitute therefor the following: 
‘by proxy whether or not such proxy is himself a shareholder’. 


32. Page 19: Strike out lines 40 to 45, both inclusive, and substitute there- 
for: 

“115. (1) Every company shall cause to be kept proper accounting 
records with respect to all financial and other transactions of the com- 
pany, and, without limiting the generality of the foregoing, shall cause 
records to be kept of’’. 


33. Page 20: Strike out lines 8 to 45, both inclusive, and substitute therefor: 


“(2) The accounting records shall be kept at the head office of the 
company or at such other place in Canada as the directors think fit, and 
shall at all times be open to inspection by the directors. 

(3) In case the operating accounts of the company are kept at some 
place outside Canada, there shall be kept at the head office of the company 
such comprehensive records as shall enable the directors to ascertain 
with reasonable accuracy the financial position of the company at the 
end of each three months’ period.” 


34. Page 21: Immediately after line 27, add the following: 


“(4) Each year, with the consent in writing of all shareholders, a 
private company which is not a subsidiary of a foreign or public company 
may dispense with the requirements under sections 117 to 121A). both. 
inclusive, of this Act, in respect of any particular financial statement 
specified in the consent, except that the financial statement shal be drawn 
up so as to present fairly the results of the operation of the company for 
the period covered by the statement.” 


35. Page 21, line 37: Immediately after “situated,” insert “or a judge of 
such court designated by either of them,”. 


36. Page 22: Strike out lines 13 to 15, both inclusive, and substitute there- 
£GL; 


“(g) the provision made for depreciation and obsolescence, and separately 
for depletion;”’, 


37. Page 22, line 29: Strike out “, contributions to pension funds’’. 


38. Page 24, line 15: Immediately after “nature” insert “and cost”. 
39. Page 24: Strike out line 21 and substitute therefor: 


“those of the company, stating the cost and basis of”. 
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oti 40. Page 24, line 30: Strike out ‘‘1963” and substitute “1960’’. 
41. Page 24: Strike out lines 40 and 41 and substitute therefor: 


“respect of depreciation and obsolescence, and separately in respect 
of depletion”’’. 
42. Page 25, line 10: Strike out “1963”? and substitute “1960”. 
43. Page 26, line 31: Immediately before “affects” insert “materially”’’. 
44. Page 32: Strike out lines 16 to 18, both inclusive, and substitute there- 


“subsection (1) that have most recently been made available to the 
shareholders prior to such demand.” 


J | 45. Page 32, line 33: Strike out the period and add: 
j “, or by a judge of the said court designated by either of them.” 


i 46. Page 35, line 5: Immediately after “receive” insert “, unless waived 
"by such auditor,”, 
a 47. Page 35: Strike out lines 8 and 9 and substitute therefor: 


: “(6) A company, upon receipt, not less than seven days before a meet- 
i ing of shareholders, of a written’. 


48. Page 35, line 28: Immediately after “which” insert “and the place 
y where’. 

. 49. Page 35, line 39: Strike out “and by the auditor”. 

4 00. Page 36, line 31: Strike out “ordinary” and substitute ‘registered’. 

; o1. Page 37: Strike out lines 4 to 9, both inclusive, and substitute therefor: 


“125A. (1) The Secretary of State may at any time by notice require 
any private company to make a return upon any subject that a public 
company has to report to its shareholders pursuant to section 115 to 122. 

(2) Documents filed with the Secretary of State pursuant to this 
section shall not be open for public inspection except upon the written 
direction of the Secretary of State given upon the recommendation of 
the chief justice or acting chief justice of the court of the province in 
which the head office of the company concerned is situated, or by a judge 
of the said court designated by either of them.” 


if 5. Page 37: Strike out clause 37 (renumbered as clause 42) and substi- 
_ tute therefor the following: 

“A “42. The said Act is further amended by adding thereto, immedi- 
ately after section 128 thereof, the following heading and sections: 


AMALGAMATION. 


128A. (1) Any two or more companies incorporated under this Act, 
including holding and subsidiary companies, may amalgamate and con- 
tinue as one company. 

(2) Companies proposing to amalgamate may enter into an agree- 
ment for the amalgamation prescribing its terms and conditions and the 
mode of carrying the amalgamation into effect. 

(3) The amalgamation agreement shall further set out 
(a) the name of the amalgamated company; 

(b) the objects of the amalgamated company; 

(c) the amount of its authorized capital, the division thereof into shares 
and the rights, restrictions, conditions or limitations attaching to any 
class of shares; 
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(d) the place within Canada at which the head office of the amalga- 
mated company is to be situated; 

(e) the names, callings and postal addresses of the first directors thereof; 

(f) when the subsequent directors are to be elected; 

(g) whether or not the by-laws of the amalgamated company are to be 
those of one of the amalgamating companies and, if not, a copy of 
the proposed by-laws; and 

(h) such other details as may be necessary to perfect the amalgamation 
and to provide for the subsequent management and working of the 
amalgamated company and the manner of converting the authorized 
and issue capital of each of the companies into that of the amal- 
gamated company as determined pursuant to paragraph (c) above. 


(4) The amalgamation agreement shall be submitted to the share- 
holders of each class of shares of each of the amalgamating companies at 
general meetings thereof called for the purpose of considering the agree- 
ment, and, if three-fourths of the votes of each class of shares cast at 
each meeting are in favour of the amalgamation agreement, the secre- 
tary of each of the amalgamating companies shall certify that fact upon 
the agreement under the corporate seal thereof; and thereafter the 
agreement shall be deemed to have been adopted by each of the amal- 
gamating companies unless the amalgamation agreement is annulled in 
accordance with the procedure outlined in the following subsections. 


(5) Within seven days of the final vote on the amalgamation agree- 
ment, any shareholder or shareholders holding at least ten per cent of 
the shares of any class of shares in any of the amalgamating companies 
may apply to the chief justice or acting chief justice of the court of the 
province in which the head office of the company is situated, or a judge 
of the said court designated by either of them, for an order annulling the 
amalgamation agreement: Provided that such application may be made 
only by a shareholder or shareholders whose dissent was recorded at a 
meeting of any class of shareholders called to consider the amalgama- 
tion agreement. 


(6) The said judge shall fix a time and place for consideration of — 


the application for the order annulling the amalgamation agreement, 
which time shall be within fifteen days of the making of such applica- 
tion, and notice thereof shall be given to each of the amalgamating com- 


panies, and to the Secretary of State, in such manner as the said judge | 


may direct. 


(7) The said judge shall hear and determine the matters raised in 
the application and shall issue an order annulling the amalgamation 
agreement, or dismissing the application, which order shall not be sub- 
ject to appeal. Where an annulling order is issued the amalgamation 
agreement is annulled and has no force or effect whatsoever. 

(8) Where a reduction of capital may result from an amalgamation 
agreement, the provisions of sections 51, 52, 53, 54, 55 and 57 of the Act 
shall apply, mutatis mutandis, as if the amalgamation agreement repre- 


sented an application for supplementary letters patent confirming a | 


by-law reducing the capital stock of the company. 


(9) The amalgamating companies shall, within six months of the — 
date of the final vote on the amalgamation agreement, jointly file with — 
the Secretary of State the amalgamation agreement together with a — 


certificate from the secretary of each of the amalgamating companies 


establishing the percentage of those who voted in favour of the agree- 
ment and the percentage of dissentient shareholders, in respect of each 


class of shares. 
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(10) (a) Not less than eight days following the final vote on the amal- 
gamation agreement and upon receipt of evidence that no applica- 
tion was made to a judge for the annullment of the amalgamation 
agreement or that the application was dismissed, the Secretary of 
State may issue letters patent confirming the agreement: Provided 
that the requirement of eight days’ delay may be dispensed with if 
the amalgamation agreement has received the approval of more than 
ninety percent of the votes of each class of shares cast at each meet- 
ing of the amalgamating companies. 

(b) Notice of the granting of such letters patent shall be forthwith 
given by the Secretary of State in the Canada Gazette. 

(11) Upon the issue of the said letters patent, the amalgamation 
agreement shall have full force and effect, and 
(a) the amalgamating companies are amalgamated and are continued 

as one company (in this section called the ‘‘amalgamated company”) 

under the name and having the authorized capital and objects speci- 
fied in the amalgamation agreement; and 

(b) the amalgamated company possesses all the property, assets, priv- 
ileges and franchises, and is subject to all the contracts, liabilities, 
debts and obligations of each of the amalgamating companies. 

(12) All rights of creditors against the property, rights, assets, 
privileges and franchises of a company amalgamated under this section 
and all liens upon its property, rights, assets, privileges and franchises 
are unimpaired by the amalgamation, and all debts, contracts, liabilities 
and duties of the company thenceforth attach to the amalgamated com- 
pany and may be enforced against it. 

128B. (1) A company incorporated under this Act, including a hold- 
ing or subsidiary company, may amalgamate with any other company 
(in this section hereinafter referred to as “the provincial company’) 
having the same or similar objects and incorporated under the provisions 
of any general Act (in this section hereinafter referred to as “the provin- 
cial Act’) relating to corporations or companies, heretofore or hereafter 
enacted by the legislature of a province, under which provincial Act 
such an amalgamation may be authorized; and, if the conditions herein- 
after set forth are complied with, such companies may thereafter con- 
tinue as one company. 

(2) The companies proposing to amalgamate may enter into an 
amalgamation agreement as hereinafter provided, and in so doing shall 
comply with the provisions of subsections (2) to (10), both inclusive, 
of section 128A. In addition, the amalgamation agreement shall stipulate 
whether the amalgamated company is to continue under this Act or 
under the provincial Act. 

(3) The provincial company shall provide the Secretary of State 
with a certificate signed by the Lieutenant-Governor, Provincial Treas- 
urer or such other body or person as may be authorized to confirm the 
amalgamation agreement under the provincial Act, to the effect that all 
of the requirements of the said Act have been satisfied, and that he is 
prepared to confirm the amalgamation agreement, by letters patent or 
otherwise, as provided for by the said Act. 

(4) The Secretary of State may, if he is satisfied that the foregoing 
provisions have been complied with, issue letters patent confirming the 
amalgamation agreement. 

(5) Upon the issue of the said letters patent by the Secretary of 
State and subsequent confirmation by the body or person authorized by 
the provincial Act to confirm the amalgamation agreement, 
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(a) the amalgamation agreement shall have full force and effect; 

(b) the amalgamating companies are amalgamated and continued as one — 

company (in this section called “the amalgamated company’) under > 

‘the name and having the authorized capital and objects specified — 
in the amalgamation agreement; 

(c) the amalgamated company shall possess all the property, assets, 
privileges and franchises, and be subject to all the contracts, liabili- 
ties, debts and obligations of each of the amalgamating companies; 
and 

(d) the amalgamated company shall be deemed to be a company incor- 
porated under this Act, and, subject to the amalgamation agreement, 
shall have all the powers, privileges and immunities conferred by | 
and be subject to all the limitations, liabilities and provisions of this © 
Act: Provided that, if the amalgamation agreement stipulates that — 
the amalgamated company is to continue as a provincial company, 
it shall be deemed to be a company incorporated under the pro- 
vincial Act, and, subject to the amalgamation agreement, shall have 
all the powers, privileges and immunities conferred by, and be sub- 
ject to all the limitations, liabilities and provisions of the provincial 
Act. 


(6) All rights of creditors against the property, rights, assets, © 
privileges and franchises of a company amalgamated under this section ~ 
and all liens upon its property, rights, assets, privileges and franchises 
are unimpaired by the amalgamation, and all debts, contracts, liabilities 
and duties of the company thenceforth attach to the amalgamated com- | 
pany and may be enforced against it.” | 


53. Page 39: Strike out clause 38. 


54. Page 39: Renumber clauses 39 to 42 as clauses 44 to 47, and insert the ‘ 
following as clause 43: 


“43. The said Act is further amended by adding thereto, immediately — 
after section 140, the following section: 


‘140A. (1) Notwithstanding any other provisions in this Act where © 
a company 4 
(a) fails for two or more consecutive years to hold an annual meeting © 
of its shareholders, 
(6) fails to comply with the requirements of section 121E or 121F, or 
(c) defaults in complying for six months or more with any requiremen 
of section 125, ie 
the company is liable to be wound up and dissolved under the Winding- — 
Up Act upon the application of the Attorney General of Canada to a court 
of competent jurisdiction for an order that the company be wound up | 
under that Act, which application may be made upon receipt by the — 
Attorney General of Canada of a certificate of the Secretary of State — 
setting forth his opinion that any of the circumstances described in © 
paragraph (a) to (c) apply to that company. ; 
(2) In any application to the court under subsection (1) the court — 
shall determine whether the costs of the winding up shall be borne by the © 
company or personally by any or all of the directors of the company 
who knowingly and wilfully was or were responsible for the non-com- © 
pliance with the requirement outlined in subsection (1) above.’ ” 


55. Page 40: Strike out lines 32 and 33 and substitute therefor the fol- — 
lowing: 4 


“(e) Sections 110, 111, and 113 to 115, sections 122 to 125A, and sections 
129: t0)-142.” 
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£56. ce 41: - Strike out “ and 125A” and substitute therefor ys (125A and 
0A”. 


insert the following as clauses 48 and 49: 


“48. Subsection (1) of section 149 of the said nee is repealed, and 
the following substituted therefor: 


‘(1) Sections 66 to 82, sections 96 and 97, sections 112 and 125, 
and section 100 of Part I apply to companies to which this Part 
applies, except those loan companies and trust companies to which 
. this Part continues to apply.’ 
ieee 49. Section 153 of the said Act is repealed and the following sub- 


oe stituted therefor: 

es ‘153. The affairs of the company shall be managed by a board of 
. not less than three directors.’ ”’ 
a 58. Page 42: Strike out lines 15 to 19, both inclusive, and substitute there- 
a for the following: 

x (5) The provisions set out in paragraph (b) of subsection (3) of 


i section 22 apply in respect of any body corporate provided with a French 
a or English form of its corporate name pursuant to this section. 

BS (6) This section does not apply to a company incorporated under 
any of the Acts mentioned in paragraph (b), (c) or (d) of subsection 
(1) of section 5 or to a company carrying on a business described in 


Ml / paragraph (a) of subsection (1) of that section.” 

q At 8.40 p.m. the Committee adjourned to the call of the Chairman. 
4 Attest: 

| F, A. Jackson, 


i Clerk of the Committee. 


57. ee 4] and 42: Renaies clauses 43 to 45 as clauses 50 to 52 and 


REPORT OF THE COMMITTEE 


WEDNESDAY, November 18th, 1964. 


i The Standing Committee on Banking and Commerce to which was referred 
the Bill S-22, intituled: “An Act to amend the Companies Act”, has in 
_ obedience to the order of reference of May 20, 1964, examined the ad Bill 
P and now reports the same with the following amendments: 


3 1. Page 1: Clause 3 is amended by adding thereto after subclause (2) the 
_ following: 


= te) Section 3 of the said Act is further amended by inserting 
tt immediately after paragraph (i) thereof the following: 

: ‘(ia) “officer” means president, chairman of the board of directors, 
a vice-president, secretary, assistant secretary, treasurer, assistant 
treasurer, or any other person designated an officer by bylaw or 
4 by a resolution of the directors.’ 


y (4) Section 3 of the said Act is further amended by deleting from 
oh paragraph (7) thereof the following: 

“a ‘, a subscriber to the memorandum of agreement.’ ” 

" 2. Page 2: Strike out subclause (2) of clause 5 and substitute therefor the 
_ following: 


(2) Subsection (3) of section 5 of the said Act is repealed and Os 
following substituted therefor: 

‘(3) Nothing in this Part shall be construed to authorize the 
company to issue any promissory note intended to be circulated as 
money or as the note of a bank or to engage in the business of bank- 
ing or insurance.’ ” 

““(3) Subsection (4) of section 5 of the said Act is repealed and the 
the following substituted therefor: 

‘(4) Where a company 
(a) carries on a business that is not within the scope of the objects 

set forth in its letters patent or supplementary letters patent, 
(b) exercises or professes to exercise any powers that are not truly 


letters patent or supplementary letters patent, 


by its letters patent or supplementary letters patent, , 
the company is liable to be wound up and dissolved under the 
Winding-up Act upon the application of the Attorney General of 
Canada to a court of competent jurisdiction for an order that the 
company be wound up under that Act, which application may be 
made upon receipt by the Attorney General of Canada of a certifi- 
cate of the Secretary of State setting forth his opinion that any of 


company. 
(5) In any application to the court under subsection (4) the 
court shall determine whether the costs of the winding up shall be 
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ancillary or reasonably incidental to the objects set forth in its 


(c) exercises or professes to exercise any powers expressly excluded 


the circumstances described in paragraphs (a) to (c) apply to that 


borne by the company or personally by any or all of the directors. 


Ae 
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of the company who knowingly and wilfully were responsible for — 


the non-compliance with the requirements outlined in subsection 
(4) above.’ ” 


3. Page 6, line 6: Immediately after ‘‘may” insert “, with the consent of | 


such applicants or their authorized representative or agent,’’. 

4. Page 6, line 10: Immediately after “patent” insert “or supplementary 
letters patent’’. . 

50. Page 6, line 12: Immediately after “patent” insert “or supplementary 
letters patent’’. 

6. Page 6, line 15: Immediately after “patent” insert “or supplementary 
letters patent”’. 

7. Page 6, line 17: Immediately after “patent” insert “or supplementary 
letters patent”. 


8. Pages 6 to &: Strike out clause 10 and substitute therefor the follow- | 


ing: 


“10. (1) Subsection (1) of section 12 of the said Act is repealed © 


and the following substituted therefor: 


‘12. (1) The letters patent or supplementary letters patent of — 
a company may provide for shares of more than one class and for — 
any preferred, deferred or other special rights, restrictions, condi- — 
tions or limitations attaching to any class of shares: Provided that — 


such letters patent or supplementary letters patent shall not provide 
for shares subject to redemption or purchase for cancellation out of 


capital unless they are preferred shares having a par value and the ; 
price at which such redemption or purchase for cancellation may 


take place is not more than the par value of the shares plus a 


premium of not more than twenty per cent of such par value; and — 


provided further that no such redemption or purchase for cancella- 


tion shall take place when the company is insolvent or when such — 


redemption or purchase for cancellation would render it insolvent. 


If any class of shares has attached thereto preferred rights as to © 


dividend, the letters patent or supplementary letters patent may 
authorize the issuance, from time to time, in one or more series, 
of the shares of any such class, and may authorize the directors to 
fix, from time to time before issuance, the designation, special rights, 
restrictions, conditions or limitations attaching to the shares of each 
series of such class.’ 


(2) Subsection (6) of section 12 of the said Act is repealed and 
the following substituted therefor: 

‘(6) All or any part of the authorized capital of a company, 
except shares having priority as to capital or being subject to 
redemption or purchase for cancellation, may consist of shares with- 
out nominal or par value.’ ” 


9. Page 8: Strike out clause 11 and substitute therefor the following: 


“11. The said Act is further amended by adding, immediately after 


section 12 thereof the following: 


‘12A. (1) In this Act “mutual fund share” means a participating — 
interest in a fund administered by a company, with conditions — 
attaching to the said interest which include a condition providing — 
for the acceptance for surrender thereof by the company on the y 
demand of the holder at a price determined and payable in accord- — 
ance with such conditions; and, in relation to mutual fund shares, 4 
the words “redemption or purchase for cancellation” in any letters — 
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patent or supplementary letters patent shall be deemed to mean 
acceptance for surrender. 


(2) If the only undertaking of the company consists in the 
administration of such a fund, the letters patent or supplementary 
letters patent may provide for the issuing of mutual fund shares, 
and for the conditions governing the acceptance for surrender by 
the company, on the demand of the holder thereof, of such mutual 
fund shares, or fractions or parts thereof, that are fully paid, at prices 
determined and payable in accordance with the conditions set out 
in such letters patent or supplementary letters patent. 

(3) Any mutual fund shares, or fractions or parts thereof, sur- 
rendered to the company pursuant to the conditions attached thereto 
shall be deemed to be no longer outstanding and shall not be re- 
issued by the company.’ ” 


10. Page 10, line 14: Immediately after “section” insert “or on the date on 
which it became a subsidiary”’. 


11. Page 10, line 44: Immediately before “capital” insert “authorized’’. 


12. Pages 11 to 14: Renumber clauses 15 to 19 as clauses 16 to 20 and 
insert the following as clause 15: 


“15. Subsection (3) of section 21 of the said Act is repealed and 
the following substituted therefor: 


‘(3) No by-law for the said purpose is valid or shall be acted 
upon until it is sanctioned by at least two-thirds of the votes cast 
at a special general meeting of the shareholders duly called for 
considering the by-law. _ 

(4) A copy of the by-law certified under the seal of the com- 
pany shall be forthwith filed with the Secretary of State and pub- 
lished in the Canada Gazette.’ ” 


13. Page 12, line 11: Immediately after “name” insert “or shal] have two 
seals, each of equal authenticity, one showing the French and the other the 
English form of its name’’. 


14. Page 12: Strike out lines 25 to 29, both inclusive, and substitute there- 
for the following: 


“(a) that the company has no assets and that, if it had any assets immedi- 
ately prior to the application for leave to surrender its charter, such 
assets have been divided rateably among its shareholders or mem- 
bers, and either,”’. 


15. Page 13: Strike out lines 25 to 31, both inclusive, and substitute there- 
for the following: 


“(4) Where a company has more than one class of shares, the pref- 
erences, rights, conditions, restrictions, limitations or prohibitions 
attaching to any class of shares shall be stated or endorsed in legible 
characters, on every share certificate representing that class of shares 
or by a writing permanently attached to the share certificate, or there 
Shall be inscribed on each such share certificate, in legible characters, a 
statement that there are preferences, rights, conditions, restrictions, limi- 
tations or prohibitions attaching to such class of shares, the full text of 
which is obtainable on demand, and without fee, from the secretary of 
the company. Where such a statement is inscribed on the share certifi- 
cate, the secretary of the company shall furnish, without fee, to the 
shareholder on demand the full text of any preferences, rights, conditions, 


aries ; ae 
restrictions, limitations or prohibitions attaching to such class of shares. 
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16. Page 14, line 25: Tnedicl ely after ‘‘affected;”’ add MOPAR i - ik 
17. Page 15, line 9: ne out “auditor” and substitute therefor “author-_ 
ized officer of the company”’. Bs 
18. Pages 14 to 18: Renumber clauses 20 to 30 as clauses 22 to 32, and 
insert the following as clause 21: 


“21. Section 49 of the said Act is amended by adding the following 
as subsection (3): 
‘(3) Notwithstanding anything contained in this section, wherel an 
pursuant to subsection (1) of section 12 preferred shares are issued | 
providing for redemption or purchase for cancellation out of capital, — 
and such shares are so redeemed or purchased for cancellation, then, — 
upon the filing of notice thereof with the Secretary of State earsaaeal 4 
to section 62, they are thereupon cancelled, and the authorized and © 
the issued capital of the company shall be thereby decreased.’ ” 


19. Page 16: Strike out lines 15 to 19, both inclusive. 
20. Page 16, line 20: Strike out “(4)” and substitute therefor “(3)”. 
21. Page 16, line 24: Strike out “(5)” and substitute therefor “(4)”. | 
22. Page 16: Strike out lines 30 to 39, both inclusive, and substitute there- _ 
for the following: i 
“28(1) Section 62 of the said Act is repealed and the following sub- — 
stituted therefor: 


‘62. When any class of shares is created or becomes subject ton 
redemption or purchase for cancellation or conversion into any | 
other class, and such redemption or purchase for cancellation or — 
conversion is effected in any month, notice thereof, setting forth the — 
number of shares of the class redeemed or purchased for cancella- — 
tion or converted and the number of shares and the class into which ~ 
conversion is made in that month, and also setting forth whether and — 
the extent to which any such redemption or purchase for cancellation _ 
was made out of capital, shall be filed with the Secretary of State 
before the end of the following month.’ a 


(2) The said Act is further amended by adding thereto, immed 
after section 62 thereof, the following section: 


“62A. When a company has issued any class of mutual fundil 
shares the company shall each month file with the Department of 
the Secretary of State a statement giving the number of each class — 
of such mutual fund shares which have been accepted for surrender is 
during the preceding month.” 
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nS) mee 17, line 14: Immediately after “public,” insert the followings A 


“or where such an offer may be made to the public in any such © 
jurisdiction without the filing of a prospectus or similar document,”. ' 


24. pave 17, line 26: Immediately after ‘‘authority,” insert the following: | 


“or by an officer of the company, together with a statement of the 
date and place of filing,’’. q 
25. Page 18: Renumber clause 31 as clause 34 and insert the following as 
clause 33: 4 


“33. Subsection (3) of section 83 of the said Act is repealed and the 
following substituted therefor: a 


‘(3) For the amount of any dividend that the directors ma 
lawfully declare payable in money they may issue therefor shares 


5 
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OUR of the company as fully paid up, or they may credit the amount of 
pals such dividend on the shares of the company already issued but not 

. fully paid up, and the liability of the holders of such shares thereon 
shall be reduced by the amount of such dividend.’ ” 


26. Page 18: Renumber clauses 32 to 37 as clauses 37 to 42 and insert the 
following as clauses 35 and 36: 


“35. Section 86 of the said Act is amended by adding thereto the 
following as subsection (5): 

‘(5) Notwithstanding any provisions in subparagraphs (1) to 
(4) inclusive of this section, a person may become a director of a 
company if he becomes a shareholder within ten days after his 
election or appointment as a director, but, if he fails to become a 
shareholder within such ten days, he thereupon ceases to be a director 
and shall not be re-elected or re-appointed unless he is a shareholder. 
of the company.’ | 


36. Subsection (3) of section 87 of the said Act is repealed and the 
following substituted therefor: ; 

*(3) A copy of the by-law certified under the seal of the com- 
pany shall be forthwith filed with the Secretary of State, and such 
copy shall be open for inspection, without fee, during normal office 
hours.’ ” 


27. Page 18, lines 31 and 32; Strike out “within thirty days of any such 
purchase or sale” and substitute therefor “before the end of the month folowing 
that in which such purchase or sale took place’’. 

28. Page 18, line 39: Immediately after “hours.” add the following: 

“The secretary of the company shall also, within thirty days of its 
receipt by him, furnish to the Secretary of State a copy of each such 
statement, and the Secretary of State shall make such statements available 
for inspection by any shareholder of the company at any time during 
usual office hours.”’ 


29. Page 18, line 40: Strike out “present”? and substitute therefor “dis- 
close’. 


30. Page 19, line 6: Strike out “make” and substitute therefor “furnish 
to the secretary of the company”. 


31. Page 19: Strike out line 35 and substitute therefor the following: 
‘by proxy whether or not such proxy is himself a shareholder’. 


32. Page 19: Strike out lines 40 to 45, both inclusive, and substitute there- 
> for: ; 


“115. (1) Every company shall cause to be kept proper accounting 

records with respect to all financial and other transactions of the com- 

‘pany, and, without limiting the generality of the foregoing, shall cause 

records to be kept of”. i 

33. Page 20: Strike out lines 8 to 45, both inclusive, and substitute there- 
for: 


“(2) The accounting records shall be kept at the head office of the 
company or at such other place in Canada as the directors think fit, and 
shall at all times be open to inspection by the directors. 

(3) In case the operating accounts of the company are kept at some 
place outside Canada, there shall be kept at the head office of the 
company such comprehensive records as shall enable the directors to 
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ascertain with reasonable accuracy the financial position of the company 
at the end of each three months’ period.”’ 


34. Page 21: Immediately after line 27, add the following: 


“(4) Each year, with the consent in writing of all shareholders, a 
private company which is not a subsidiary of a foreign or public company 
may dispense with the requirements under sections 117 to 121A, both 
inclusive, of this Act, in respect of any particular financial statement 
specified in the consent, except that the financial statement shall be drawn 
up so as to present fairly the results of the operation of the company for 
the period covered by the statement.” 


35. Page 21, line 37: Immediately after “situated,” insert “or a judge of such 
court designated by either of them,”’. 


36. Page 22: Strike out lines 13 to 15, both inclusive, and substitute there- 
for: 


“(g) the provision made for depreciation and obsolescence, and separately 
for depletion;”’. 
37. Page 22, line 29: Strike out “, contributions to pension funds’’. 
38. Page 24, line 15: Immediately after ‘nature’ insert “and cost’’. 
39. Page 24: Strike out line 21 and substitute therefor: 
“those of the company, stating the cost and basis of”. 


40. Page 24, line 30: Strike out 1963” and substitute “1960”. 
41. Page 24: Strike out lines 40 and 41 and substitute therefor: 


“respect of depreciation and obsolescence, and separately in respect 
of depletion’. 


42. Page 25, line 10: Strike out “1963” and substitute “1960”. 
43. Page 26, line 31: Immediately before “affects” insert “materially”’. 


44. Page 32: Strike out lines 16 to 18, both inclusive, and substitute there- 
for: 


“subsection (1) that have most recently been made available to the 
shareholders prior to such demand.” 


45. Page 32, line 33: Strike out the period and add: 
“, or by a judge of the said court designated by either of them.” 
46. Page 35, line 5: Immediately after “receive” insert “, unless waived 
by such auditor,’’. 
47. Page 35: Strike out lines 8 and 9 and substitute therefor: 


“(6) A company, upon receipt, not less than seven days before a meet- 
ing of shareholders, of a written”, ; 


48. Page 35, line 28: Immediately after “which” insert “and the place 
where’”’. 


49. Page 35, line 39: Strike out “and by the auditor”. 
50. Page 36, line 31: Strike out “ordinary” and substitute “registered’’. 
51. Page 37: Strike out lines 4 to 9, both inclusive, and substitute therefor: 


“125A. (1) The Secretary of State may at any time by notice require 
any private company to make a return upon any subject that a public 
company has to report to its shareholders pursuant to sections 115 to 122. 

(2) Documents filed with the Secretary of State pursuant to this 
section shall not be open for public inspection except upon the written 
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direction of the Secretary of State given upon the recommendation of 
the chief justice or acting chief justice of the court of the province in 
which the head office of the company concerned is situated, or by a judge 
of the said court designated by either of them.” 


52. Page 37: Strike out clause 37 (renumbered as clause 42) and substi- 
tute therefor the following: 


“42. The said Act is further amended by adding thereto, immedi- 
ately after section 128 thereof, the following heading and sections: 


AMALGAMATION 


128A. (1) Any two or more companies incorporated under this Act, 
including holding and subsidiary companies, may amalgamate and con- 
tinue as one company. 


(2) Companies proposing to amalgamate may enter into an agree- 
ment for the amalgamation prescribing its terms and conditions and the 
mode of carrying the amalgamation into effect. 


(4) The amalgamation agreement shall further set out 
(a) the name of the amalgamated company; 
(b) the objects of the amalgamated company; 


(c) the amount of its authorized capital, the division thereof into shares 
and the rights, restrictions, conditions or limitations attaching to any 
class of shares; 


(d) the place within Canada at which the head office of the amalga- 
mated company is to be situated; 


(e) the names, callings and postal addresses of the first directors thereof : 
(f) when the subsequent directors are to be elected; 


(9g) whether or not the by-laws of the amalgamated company are to be 
those of one of the amalgamating companies and, if not, a copy of 
the proposed by-laws; and 


(h) such other details as may be necessary to perfect the amalgamation 
and to provide for the subsequent management and working of the 
amalgamated company and the manner of converting the authorized 
and issued capital of each of the companies into that of the amal- 
gamated company as determined pursuant to paragraph (c) above. 


(4) The amalgamation agreement shall be submitted to the share- 
holders of each class of shares of each of the amalgamating companies at 
general meetings thereof called for the purpose of considering the agree- 
ment, and, if three-fourths of the votes of each class of shares cast at 
each meeting are in favour of the amalgamation agreement, the secre- 
tary of each of the amalgamating companies shall certify that fact upon 
the agreement under the corporate seal thereof; and thereafter the 
agreement shall be deemed to have been adopted by each of the amal- 
gamating companies unless the amalgamation agreement is annulled in 
accordance with the procedure outlined in the following subsections. 


(5) Within seven days of the final vote on the amalgamation agree- 
ment, any shareholder or shareholders holding at least ten per cent of 
the shares of any class of shares in any of the amalgamating companies 
may apply to the chief justice or acting chief justice of the court of the 
province in which the head office of the company is situated, or a judge 
of the said court designated by either of them, for an order annulling the 
amalgamation agreement: Provided that such application may be made 
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only by a shareholder or shareholders whose dissent was recorded at af 
meeting of any class of shareholders called to consider the amalgamaz 
tion agreement. . 

(6) The said judge shall fix a time and place for consideration on ti 
the application for the order annulling the amalgamation agreement, ~ 
which time shall be within fifteen days of the making of such applica Hi 
tion, and notice thereof shall be given to each of the amalgamating com- _ 
panies, and to the Secretary of State, in such manner as the said judge — 
may direct. 


(7) The said judge shall hear and determine the matters raised in © 
the application and shall issue an order annulling the amalgamation a 
agreement, or dismissing the application, which order shall not be sub- — 
ject to appeal. Where an annulling order is issued the amalgamation — 
agreement is annulled and has no force or effect whatsover. 


(8) Where a reduction of capital may result from an amalgamation 
agreement, the provisions of sections 51, 52, 53, 54, 55 and 57 of the Act © 
shall apply, mutatis mutandis, as if the amalgamation agreement repre- i 
sented an application for supplementary letters patent confirming a 
by-law reducing the capital stock of the company. a 


(9) The amalgamating companies shall, within six months of the © 
date of the final vote on the amalgamation agreement, jointly file with © 
the Secretary of State the amalgamation agreement together with a © 
certificate from the secretary of each of the amalgamating companies ~ 
establishing the percentage of those who voted in favour of the agree- ; 
ment and the percentage of dissentient shareholders, in respect of each | 
class of shares. 


(10) (a) Not less than eight days following the final vote on the amal- 4 
gamation agreement and upon receipt of evidence that no applica- © 
tion was made to a judge for the annullment of the amalgamation ; 
agreement or that the application was dismissed, the Secretary of | 
State may issue letters patent confirming the agreement: Provided — 
that the requirement of eight days’ delay may be dispensed with if © 
the amalgamation agreement has received the approval of more than | 
ninety percent of the votes of each class of shares cast at each meet-_ } 
ing of the amalgamating companies. . 


(b) Notice of the granting of such letters patent shall be forthwith — 
given by the Secretary of State in the Canada Gazette. q 
Upon the issue of the said letters patent, the amalgamation agree- ( 

ment shall have full force and effect, and 


(a) the amalgamating companies are amalgamated and are continued — 
as one company (in this section called the “amalgamated company”) © 
under the name and having the authorized capital and objects speci- © 
fied in the amalgamation agreement; and a 


(ob) the amalgamated company possesses all the property, assets, priv- 
ileges and franchises, and is subject to all the contracts, liabilities, 
debts and obligations of each of the amalgamating companies. 


(12) All rights of creditors against the property, rights, assets, 
privileges and francises of a company amalgamated under this section | 
and all liens upon its property, rights, assets, privileges and franchises - 
are unimpaired by the amalgamation, and all debts, contracts, liabilities | 
and duties of the company thenceforth attach to the amalgamated com- , 
pany and may be enforced against it. 
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128B. (1) A company incorporated under this Act, including a hold- 
ing or subsidiary company, may amalgamate with any other company 
(in this section hereinafter referred. to as “the provincial company”) 
having the same or similar objects and incorporated under the provisions 
of any general Act (in this section hereinafter referred to as “the provin- 
cial Act’’) relating to corporations or companies, heretofore or hereafter 
enacted by the legislature of a province, under which provincial Act 
such an amalgamation may be authorized; and, if the conditions herein- 
after set forth are complied with, such companies may thereafter con- 
tinue as one company. 


(2) The companies proposing to amalgamate may enter into an 
amalgamation agreement as hereinafter provided, and in so doing shall 
comply with the provisions of subsections (2) to ( 10), both inclusive, 
of section 128A. In addition, the amalgamation agreement shall stipulate 
whether the amalgamated company is to continue under this Act or 
under the provincial Act. 


(3) The provincial company shall provide the Secretary of State 
with a certificate signed by the Lieutenant-Governor, Provincial Treas- 
urer or such other body or person as may be authorized to confirm the 
amalgamation agreement under the provincial Act, to the effect that all 
of the requirements of the said Act have been satisfied, and that he is 
prepared to confirm the amalgamation agreement, by letters patent or 
otherwise, as provided for by the said Act. 


(4) The Secretary of State may, if he is satisfied that the foregoing 
provisions have been complied with, issue letters patent confirming the 
amalagamation agreement. 


(5) Upon the issue of the said letters patent by the Secretary of 
State and subsequent confirmation by the body or person authorized by 


_ the provincial Act to confirm the amalgamation agreement, 


(a) the amalgamation agreement shall have full force and effect; 


(b) the amalgamating companies are amalgamated and continued as one 
company (in this section called “the amalgamated company’’) under 
the name and having the authorized capital and objects specified 
in the amalgamation agreement; 

(c) the amalgamated company shall possess all the property, assets, 
privileges and franchises, and be subject to all the contracts, liabili- 
ties, debts and obligations of each of the amalgamating companies; 
and 


(d) the amalgamated company shall be deemed to be a company incor- 
porated under this Act, and, subject to the amalgamation agreement, 
shall have all the powers, privileges and immunities conferred by 
and be subject to ali the limitations, liabilities and provisions of this 
Act; Provided that, if the amalgamation agreement stipulates that 
the amalgamated company is to continue as a provincial company, 
it shall be deemed to be a company incorporated under the pro- 
vincial Act, and, subject to the amalgamation agreement, shall have 
all the powers, privileges and immunities conferred by, and be sub- 
ject to all the limitations, liabilities and provisions of the provincial 
Act. 
(6) All rights of creditors against the property, rights, assets, 

privileges and franchises of a company amalgamated under this section 

and all liens upon its property, rights, assets, privileges and franchises 
are unimpaired by the amalgamation, and all debts, contracts, liabilities 
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and duties of the company thenceforth attach to the amalgamated com- 
pany and may be enforced against it.’”’ 


53. Page 39: Strike out clause 38. 
54. Page 39: Renumber clauses 39 to 42 as clauses 44 to 47, and insert the 
following as clause 43: 


“A3. The said Act is further amended by adding thereto, pated Ahr 
after section 140, the following section: 


‘140A. (1) Notwithstanding any other provisions in this Act where 
a company 
(a) fails for two or more consecutive years to hold an annual meeting 
of its shareholders, 
(b) fails to comply with the requirements of section 121E or 121F, or 


(c) defaults in complying for six months or more with any requirement 
of section 125, 


the company is liable to be wound up and dissolved under the Winding- 
Up Act upon the application of the Attorney General of Canada to a court 
of competent jurisdiction for an order that the company be wound up 
under that Act, which application may be made upon receipt by the 
Attorney General of Canada of a certificate of the Secretary of State 
setting forth his opinion that any of the circumstances described in 
paragraphs (a) to (c) apply to that company. 


(2) In any application to the court under subsection (1) the court 
shall determine whether the costs of the winding up shall be borne by the 
company or personally by any or all of the directors of the company 
who knowingly and wilfully was or were responsible for the non-com- 
pliance with the requirement outlined in subsection (1) above.’ ” 


595. Page 40: Strike out lines 32 and 33 and substitute therefor the fol- 
lowing: 
“(e) Sections 110, 111, and 113 to 115, sections 122 to 125A, and sections 
129 to 142.” 


06. Page 41: Strike out ‘“, and 125A” and substitute therefor “, 125A 
and 140A”’. 


57. Pages 41 and 42: Renumber clauses 43 to 45 as clauses 50 to 52 and 
insert the following as clauses 48 and 49: 


“48. Subsection (1) of section 149 of the said Act is repealed, and 
the following substituted therefor: 


‘(1) Sections 66 to 82, sections 96 and 97, sections 112 and 125, 
and section 100 of Part I apply to companies to which this Part 
applies, except those loan companies and trust companies to which 
this Part continues to apply.’ 


49. Section 153 of the said Act is repealed and the following sub- 
stituted therefor: 


‘153. The affairs of the company shall be managed by a board of 
not less than three directors.’ ” 


08. Page 42: Strike out lines 15 to 19, both inclusive, and substitute there- 
for the following: 


(5) The provisions set out in paragraph (b) of subsection (3) of 
section 22 apply in respect of any body corporate provided with a French 
or English form of its corporate name pursuant to this section. 
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(6) This section does not apply to a company incorporated under 
any of the Acts mentioned in paragraph (b), (c) or (d) of subsection 


(1) of section 5 or to a company carrying on a business described in 
paragraph (a) of subsection (1) of that section.” 


All which is respectfully submitted. 


Salter A. Hayden, 
Chairman. 


THE SENATE | 
THE STANDING COMMITTEE ON BANKING AND COMMERCE : 
EVIDENCE > 


OTTAWA, Wednesday, November 18, 1964. 


The Standing Committee on Banking and Commerce, to which was referred 
Bill S-22, to amend the Companies Act, met this day at 4.45 p.m. to give further 
consideration to the bill. 


Senator Salter A. Hayden (Chairman) in the Chair. 


The CHAIRMAN: I call the meeting to order. 

The report of the subcommittee appointed some time ago to study the pro- 
posed amendments to Bill S-22 has been distributed and you now have copies 
of it before you. 

There are several ways in which we can approach consideration of this 
matter. The first way is to go through the report before you as it deals with 
the various sections. Quite a number of these amendments are formal in their 
nature. In the alternative I could pick out first of all the items which the sub- 
committee regarded as being important and tell you what was done with those. 
I notice most of the members of our subcommittee are present: Senator Cook, 
Senator McCutcheon, Senator Leonard, Senator Choquette and myself. We 
have spent considerable time in studying these with the assistance of our Law 
Clerk and also Mr. Louis Lesage, Director of the Companies Branch. If you 
would prefer me to take the important headings first and then to deal with the 
remaining bits and pieces afterwards, I shall proceed in that way. 


Hon. SENATORS: Agreed. 


Senator CROLL: Mr. Chairman, before you proceed, I realize the work the 
subcommittee has done in connection with this bill and these recommendations. 
But I am now faced with 20 pages of foolscap sheets containing amendments, 
some of which are important and some of which are not so important. How- 
ever I do not know what they entail, and I am asked to make a decision here 
and now with respect to matters which took a considerable length of time for 
study and decision by the subcommittee. I do not think that is fair to the 
committee. I feel I am usually able to catch on as quickly as most people, but 
I don’t think it is fair to the committee to ask us to deal with these amend- 
ments at this time. I think this should be left with us for a period of time to 
study and then, at an appropriate time, we can be asked to deal with it. Until 
there is an opportunity to consider these vital matters thoroughly, I am object- 
ing to these proceedings going on at the present time. 


Senator McCuTcHEon: Mr. Chairman, I do not think Senator Croll should 
denigrate himself in the way he is now doing. I am sure as we go through the 
amendments he will understand them more quickly than some members of the 
subcommittee understood them. If we don’t deal with them now we run the 
risk of having them go over until some other time and this would mean a delay 
in getting the bill dealt with and over to the other place. We can if necessary 
sit until six o’clock, and then come back again at eight and work until 10.30 
and get on with the business. 

The CHAIRMAN: I should point out that this meeting has been convened 

here to receive the report from the subcommittee. After the report has been 
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heard the committee can take whatever action it thinks appropriate; it can _ 
consider the amendments and decide to report the bill as amended, or it can ~ 
defer consideration. It is all in the wisdom of the committee. The situation at 
the moment is simply this; the subcommittee has discharged the work it was 
appointed to do and is now coming back with its report. 


senator CROLL: Mr. Chairman, I am not quarrelling at all with the work 
accomplished by the subcommittee. In fact I commend them for the work they 
have done. What I am saying is simply this, that I did not see these 20 pages 
of foolscap before coming into this room. I feel I am entitled to an opportunity 
to read and consider what is contained in this report. This is an important bill. 
I feel I am entitled to know more than that; I am entitled to discuss this with 
the people who know more about it than I do if it contains anything that par- 
ticularly troubles me. There may be such matters or there may not be—I don’t 
know. But we are now asked to proceed with consideration of these amend- 
ments without having had an opportunity to go through the bill and the amend- 
ments to consider them in their full context. 


There is no difficulty, I suppose, in dealing with a section, but we have 
to consider what it means in its overall context. That is the important thing. 
We must also consider how it fits in with the provincial statutes. It 1S, Aaswe 
said, a very important bill, and it does not matter how long we sit,.if 1 com 
grasp the context of it—and I am not too sure that I can. I am making this 
protest on my own behalf but other people can speak for themselves. 


The CHAIRMAN: The situation is very simple; the subcommittee is making 
its report to the main committee. When this has been done the main committee 
can indicate what it wants to do and can make whatever decision it considers 
it should make. At this stage the subcommittee has finished its work and is 
making its report. 


Senator CROLL: I still think that the subcommittee, when it had finished 
its work, should have had this report in our hands for a day or two whereupon 
we could decide to deal with it within a reasonable time. But having seen the 
report for the first time five minutes ago and now being asked to proceed with 
it is, in my view, an unreasonable request. 


The CHAIRMAN: Is it the wish of the committee that the subcommittee’s 
report be made to the main committee at this time? 


Hon. SENATORS: Agreed. 


The CHAIRMAN: I had inended to pick out the more important items and 
deal with those and how they were dealt with in this report. Afterwards it 
is up to the main committee to decide whether they approve. 


The first item I would like to mention deals with prospectuses. It is dealt 
with at section 29, page 17 of the bill. 


We have in our Companies Act very elaborate provisions with respect to a 
the filing of prospectuses by companies who are going to make an offering of 
shares to the public. 


The purpose of the amendments provided in section 29 is to avoid duplica- — 
tion of work where there appeared to be no justification for continuing such ~ 
procedures. For instance, in the various provinces of Canada you have security — 
commissions, and in foreign jurisdictions, for instance in the United States, you 
have the Securities and Exchange Commission. Notwithstanding the fact that © 
a federal company, in making an offer of shares to the public, would file all 
its materials with the Ontario Securities Commission if there was going to be © 
an offering in Ontario, or file with the Securities and Exchange Commission 
in Washington if there was going to be an offering of any part of its securities — 
'in the United States, there was still the requirement under the Companies — 
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Act, Canada, that the elaborate prospectus provisions of the Companies Act 
must also be complied with. 

The amendments proposed in the bill are relieving, and section 29 provides 
for a new section 76a in the act. The effect of the amendment is to provide 
that where a prospectus or statement, an offering statement, is required to be 
filed with some public authority in a province, such as the Ontario Securities 
Commission in Ontario, in connection with the offering of shares of a federal 
company to the public, or where a public authority in a foreign jurisdiction 
has that requirement, then in those circumstances in the new section 76A it is 
provided that the requirement of filing a prospectus with the Secretary of 
state is waived. 

We have added one further matter relating to the amendment, which you 
will find dealt with in item 24 on page 8. This further amendment relates to and 
provides for the waiver of the requirement to file a prospectus under the fed- 
eral Companies Act where such filing is not required, or is exempt, by a provin- 
cial authority such as the Ontario Securities Commission, or by a public author- 
ity in the United States such as the Securities and Exchange Commission; thus 
if there is no requirement of filing a prospectus by either one of those types 
of public authority in certain circumstances then the filing of a prospectus in 
those circumstances under this federal Companies Act is also waived. 


However, you will notice in the bill that there is a subsection that we have 
left in, and it provides to the effect that if the Secretary of State deems it to be 
in the public interest then, notwithstanding the waivers that are provided 
for, both in the bill as drafted and in the suggested amendment, the Secretary 
of State may nevertheless demand that a prospectus be filed. So, the Secretary 
of State can exercise his judgment and discretion. 


Senator PEARSON: In all cases? 
Senator LEonarpD: No, it is at his option. 


The CHAIRMAN: If-the Secretary of State says: “The public interest re- 
quires that you file a prospectus”, then notwithstanding the fact that you have 
filed elsewhere, you must file as well with the Secretary of State. What the 
bill requires is that you must furnish a copy of what you have filed with this 
public authority to the Secretary of State, and such copy is to be signed by an 
authorized officer of the company. We have enlarged on the manner of filing 
with the Secretary of State the prospectus that has been filed with, say the 
Ontario Securities Commission or the Securities and Exchange Commission of 
the United States, inasmuch as the bill itself provides that you must file with 
the Secretary of State a copy of the prospectus filed with such public authority 
certified by such authority. Very often there are real difficulties in the way of 
getting or getting quickly such certification. 


What we have provided is that you must file either a certified copy of what 
you have filed with, say, the Ontario Securities Commission, or a copy of what 
you have filed, certified by an officer of the company together with the date of 
filing, with, say, the Ontario Securities Commission, because all that the provi- 
sions of the federal Companies Act require in the case of a prospectus is that 
you file. So they get the material that has been filed with the public authority 
—either the provincial authority or the foreign authority—in the form in which 
it was so filed. The Secretary of State still gets it, but it is in the form in 
which you have presented it to that jurisdiction. It is not in the detailed form 
required under our federal Companies Act. 

That is the scope of section 29 of the bill, plus the amendments that we 
have added which appear in item 24 of this report to you. 

Senator CrRERAR: May I ask if there is any time limit within which the 
Secretary of State must act under the circumstances you have mentioned? 


Was 
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The CHAIRMAN: No, there is no time requirement. The Secretary of State, — 
if he deems it in the public interest, will so notify the company, and he will ~ 
demand that a prospectus be filed. . 


Senator CRERAR: What I had in mind was making certain that proceedings 
would not be held up by delaying the Secretary of State’s request. 


The CHAIRMAN: That could not be because when these sections become law 
you will have, if you are filing in Ontario, a statutory waiver of the’ require- 
ments of filing under the federal act, and the requirement to file would only 
come if you receive a demand, so you are not being held up. 


Senator CRERAR: I see. 


The CHAIRMAN: Another of the important items that we have dealt with 
comes under the heading of “‘Disclosure’’. As you know, in the federal com- 
panies Act at the present time the disclosure of what I call trading is a require- 
ment imposed on directors and officers. The requirement is that you file a record 
of your buys and sells with the secretary of the company before the annual 
meeting so that that information is available at the annual meeting. 


The bill elaborated on that requirement. This is dealt with on page 8 of 
the report before you in items 26 and 27, and also in section 32 which is to be 
found on page 18 of the bill. 


The bill itself expanded the list of persons who must file information of 
their trading. Section 32 of the bill requires a director or an officer of the 
company, or any shareholder controlling more than 10 per cent of the issued 
voting shares, to file with the secretary of the company within 30 days from the 
date of purchase or sale of shares a record of his purchase and/or sale. It also 
requires the secretary to enter information in a book which is to be kept for 
that purpose and which is to be available for inspection by the shareholders 
during normal business hours. The bill also required that a director—this 
was an obligation on directors—shall present to the shareholders at each annual 
meeting a statement containing the particulars of what is recorded in the book. 


In our consideration we thought that this should go further. We still hold 
to the view that in the main a companies’ act governs relations between the ~ 
shareholders and the company, and there are other provisions that deal with | 
the relationship of a company to the public—for instance, the prospectus sections. 


We had evidence submitted to us, as members of the committee will remem- 
ber, by the Canadian Institute of Chartered Accountants, the Canadian Bar 
Association and others on this point. They all thought that the requirements 
of filing particulars every time you had a trade was too heavy a responsibility, 
and that thereby you were going to pile up too much paper. The recommendation 
of the chartered accountants was that the requirements of filing this information 
as to trades by directors and officers, and shareholders having more than ten 
per cent of the voting shares, should be one that required them to file that 
information with the secretary of the company within 30 days from the end of 
the month in which their trades took place. 


Subject to this change, we left the obligation as it is in the bill on the 
secretary of the company to enter this information in a special book of record 
which is to be available to the shareholders for inspection. 


However, also provided that the directors—instead of ‘“‘shall present to the 
shareholders” we chose a stronger term—‘shall disclose to the shareholders” 
at the annual meeting that which is contained in this book. But then we added 
the further provision that you will find at the bottom of page 8 of our report, 
namely: 
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statement, and the Secretary of State shall make such statements available 
for inspection by any shareholder of the company at any time during 
usual office hours. 


That is the extent to which we felt that disclosure as between the various share- 
holders of a company and the company should be dealt with. 

We were keeping in mind that this is essentially a companies act intended 
to govern the relationship of shareholders with the corporate entity known as 
the company. Our recommendation, as contained at the bottom of page 8 sug- 
gesting these several amendments particularizes the diclosure that we felt should 
be made. : 


Senator LEONARD: In effect, within not more than 60 days any shareholder 
can find out about any transaction that any director of a company has entered 
into with respect to the shares of the company, and the same applies to any 
shareholder who owns more than ten per cent of the shares. 


The CHAIRMAN: Yes, and if any member of the public is curious to know 
what directors and officers or shareholders owning more than ten per cent of 
the voting shares are doing then he can go out and buy a share. 

Dealing with the redemption of preferred shares— 

Senator Davies: On what page is this? 

The CHAIRMAN: This is at the bottom of page 3 of the report, and you will 
find it at page 6 of the bill. It is clause 10. 


May I take just a moment to tell you that under the provisions of the 


federal Companies Act the method of redeeming or purchasing for cancellation 


preferred shares is a very elaborate provision. It is contained in section 61 of 
our act. Basically, it provides a procedure by which you redeem or purchase 
for cancellation preferred shares out of ascertained net profits or out of the 


proceeds of an issue of shares that you have made for the purpose of accomplish- 


ing that redemption or purchase for cancellation. 

We had very strong representations from The Canadian Bar Association, 
from the Canadian Institute of Chartered Accountants, from the Board of 
Trade and from some individual law firms that in this day and age, and having 
regard to the provisions of provincial companies acts, one should be able to 
redeem and purchase for cancellation preferred shares out of capital. 

The way in which we have resolved these submissions is this. We have 
retained the provisions of section 61, where you can have a redemption or 
purchase for cancellation of preferred shares out of ascertained net profits, 
following the procedures laid down. We have, however, tidied the language of 
Section 61, as you will see, on examining the new section of the bill. We also 


_ provided for the redemption or purchase for cancellation of preferred shares 


out of capital, accepting on this point the very forceful expressions of opinion 
that came to us from all of those different organizations. There is ample pro- 
tection in our federal act so that redemption out of capital cannot be accom- 
plished if the company is not solvent or if such redemption will lead to insol- 
vency. This you will find at the bottom of page 6 in the bill, where clause 10 
amends section 12 of the act, and then if you look at the bottom of page 3 
of our report you will see that we have rewritten section 12, so as to provide 
for the redemption of preferred shares or their purchase for cancellation out 


_ of capital. 


The next thing we dealt with was the matter of mutual shares and you 
recall the debate that took place in the house on the second reading in relation 
to mutual shares—The fact is that there are quite a number of companies in 
actual operation today who are offering mutual shares to the public. There 
seems to be some misconception about mutual shares, because calling them 


“shares” would suggest that they are shares in a company, like preferred 
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shares or common shares or various classes or series of shares. Actually, mutual 
shares are not shares in that sense at all: they represent a percentage participa- 
tion in a fund administered by a company. Yet, over the years, because the 
machinery of the federal act had not been enlarged to accept these different 
concepts in financing, you have the language used in the conditions attaching 
to these shares about “redemption” and about “purchase for cancellation’. 
Actually, a mutual shareholder has the right at any time to come in and say 
“Take this off my hands and you pay me so much.” That is not the concept 
of redemption or purchase for cancellation of preferred shares, as we under- 
stand it. So, at the bottom of page 4 of the report—and it is on page 8 of 
the bill—we have defined ‘“‘mutual shares’. We say that: 


In this Act “mutual fund share’ means a participating interest 
in a fund administered by a company, with conditions attaching to 
the said interest which include a condition providing for the acceptance 
for surrender thereof by the company on the demand of the holder 
at a price determined and payable in accordance with such conditions; 
and, in relation to mutual fund shares, the words “redemption or pur- 
chase for cancellation” in any letters patent or supplementary letters 
patent shall be deemed to mean acceptance for surrender. 


We have received letters from legal firms across Canada who represent com- 
panies with mutual fund shares outstanding. When they saw the provisions 
in the bill they were concerned because in the mutual fund share conditions 
outstanding they talk about “redemption and purchase for cancellation,” and 
in the bill we are talking about “surrender” and ‘‘acceptance for surrender.” 
They were concerned as to whether this change would lead to a new juris- 
prudence and possibly in the process result in confusion. Therefore, in the last 
three or four lines I have read to you, we have provided what we call a 
bridge, that is we state that where in a mutual fund share the words “redemp- 
tion or purchase for cancellation” occur in any letters patent or supplementary 
letters patent, they shall be deemed to mean “‘acceptance for surrender.” 


Senator DAvIES: Would you mind explaining once again what mutual 
shares are? 


The CHAIRMAN: The definition is that they are a participating interest in 
a fund that is administered by a company. The company must apply to the 
Secretary of State for letters patent. They have a certain share capital and 
they also incorporate in their petition provisions authorizing them to create 
what are called mutual fund shares which represent participating interest 
in a fund. This is not the ordinary concept of a share. A share is a share in 
the capital stock of a company, but the act did not go far enough to carry 
all these distinctions, and the department went along as best it could with 
what the provisions of the Companies Act, as it stands now, permitted the 
to do. . 

In this tidying up we are really defining what a mutual fund share is, 
so that there can be no confusion. I suppose one way of describing it might 
be to ask: “When is a share not a share of capital stock?” and to answer: “It 
is not a share of capital stock when it is a mutual fund share; it is a participating 
interest in a fund.” 

Then we struck out part of the section 11 which was creating a new sec- 
tion 12a, because you cannot have insolvency in a mutual fund, because all 
the pieces of paper you have are participating interest in that fund and you 
participate to the extent that there is something in the fund to participate in. 
No matter what the amount in dollars of the fund may be, big or small, the fund 
never can be said to be insolvent. Therefore, we struck out the provisions in © 
relation to insolvency. 
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That is seen on page 9 of the bill. 


Honourable senators, you understand that there may have been a few 
consequential changes, but I am not taking time on those. 

In dealing with the printing of conditions on the back of the certificates, 
one runs into so many series and classes of preferred and deferred shares 
that you have yards and yards of conditions and they become a real problem 
as to how to disclose such on the back of a certificate. Yet the statute re- 
quires that, and the amending section—which in our report is on page 6, and in 
the bill itself on page 13—was still requiring that conditions attaching to these 
various classes of shares appear on the back of the certificate. This seemed 
physically to become an insoluble problem, and we had representations from 
the chartered accountants, the Bar Association, the Board of Trade of Metro- 
politan Toronto and from some legal firms with respect to this. Therefore, we 
provide alternatively—and you will see it on page 6 of our report—that if 
you wish to print the conditions verbatim on the back of the certificate you may 
do so. 

Any honourable senators who have looked at certificates recently, with 
their yards and yards of conditions, will note that they have been photographed 
down to such an extent that you would need a magnifying glass to read what 
is there. The requirement remains that you print these conditions on the back 
of the certificate, but alternatively you will satisfy the requirement if you 
inscribe on the back of the certificate in legible characters a statement that 
there are preferences, rights, conditions, restrictions, limitations or prohibi- 
tions attaching to such class of shares, and provided that the full text of this 
is available on demand and without fee from the secretary of the company. 
Therefore, you have full notice. It is an alternative procedure. We have not 
taken anything away but we are adding something which I think will prove 
to be a great convenience and be in the long run just as informative as having 
to go out and buy a magnifying glass to read what is on the back of the cer- 
tificate. 

Senator DAvIEs: In other words, if you want it, ask for it. 

The CHAIRMAN: Yes. Another amendment of substantial importance was 
amalgamation of companies. Under the existing federal Companies Act there is 
no provision for amalgamation of two or more federal companies. In the Ontario 
act there are amalgamation provisions, and in some of the statutes in other 
provinces are amalgamation provisions for two or more provincial companies. 
The Ontario act provides for two or more provincially incorporated companies 
with the same or similar objects. 

The first thing proposed in the bill, at page 37, section 37, was a new sec- 
tion 1284, which provided the machinery for the amalgamation of two or 
more federal companies. 

We have made some changes in these provisions of the bill you were 
obliged to have, as you will see on page 38 of the bill, first of all, an amalgama- 
tion agreement. Then that agreement had to be submitted to the shareholders 
of each company and to the various classes of shareholders of each company, 
and a three-quarters vote of the shareholders was required to approve the 
amalgamation agreement. We have not changed that. However, after that there 
was a provision that the company, even with that approval, then had to go to 
the court to get its approval on notice to each dissentient shareholder in such 
a manner as the court might indicate; also, the notice of that hearing had to be 
given to creditors of the company. 

We thought in the circumstances that was piling up a lot of unnecessary 
procedures. As you will find in the amendments on page 12 of our report, we 
still have the requirement that each class of shareholders of each company 
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seeking amalgamation must by a three-quarters vote of each class approve in 
the agreement. From there on we provided that within seven days the dissent- _ 
ing shareholders, whose dissent is a matter of record at the meeting of share- 
holders, have the right to make an application to the court, if they held at 
least 10 per cent of the shares, to annul the amalgamation agreement. If they do 
not make that application, then the agreement becomes effective for all pur- 
poses. in 
So far as notice to creditors is concerned, we have provided that if there 
is any reduction of capital involved in the proposed amalgamation, the pro- 
cedures are then subject to the provisions of the Companies Act which deal 
with the reduction of capital. That provides for a simple, well-regulated pro- 
- cedure for amalgamations, and one that is very well in line with provincial 
regulations. 

We went one step further—and here I would say we are leading the way—- 
by a section 1288, which is on page 15 of our report. Here we have ventured 
into the field of the possible amalgamation of a federal and a provincial com- — 
pany. 

3 Senator HucrEssen: Before dealing with that, Mr. Chairman, I hope you 

do not consider silence as being consent in this question of the approval by a ~ 
court of an amalgamation of two companies. I have already expressed my view — 
before the committee. I disagree with what the subcommittee has done. I re- — 
serve my right to do so, when we come to vote on it. 


The CHatirmMAN: No one is taking that right of vote away, senator. I am © 
simply explaining to the committee what we have done, and the report we are ~ 
making. 


The second phase of this section 128B, on page 15 and succeeding pages of 
our report, deals with this new type of thing, that is, the amalgamation of a 
federal and a provincial company. This is breaking new ground. We have pro- 
vided. for this amalgamation, where you have federal and provincial companies 
seeking to amalgamate who have the same and similar objects. We have taken 
that as the basis with regard to limitation. 


In 1288 there is the same procedure as to meetings of shareholders, the 
same requirements, the same rights in respect of dissentient shareholders, and — 
how they may take proceedings to annul the amalgamation agreement. How- — 
ever, there is involved in this the principle that if the amalgamation agreement _ 
provides that the resulting amalgamated company is to be provincial in its opera- — 
tion and subject to provincial jurisdiction, then certain procedures will apply i 
under which the Secretary of State will give, for want of a better word, an — 
“exeat”’ to the federal company so that it can go to the province, and the pro- 
vincial secretary in the province will agree to accept the company, and there- 
after the amalgamated company becomes provincial. 


In the reverse, we provide procedures under which the provincial secretary 
gives the exeat, and the federal authority must have an accepting authority — 
whereby it can accept that company as a federal company, after which the i 
cae would be federal and subject and accountable to the Secretary of ‘s 

ate. a 


Senator PEARSON: Would you not have to incorporate the new company as a , 
federal company? 


The CHAIRMAN: No. Letters patent based on the amalgamation agreement, ; 


that is the thing that is sanctioned by the provincial secretary and by the Sec- ri 
retary of State. je 


Mr. Louis Lesage: And by letters patent. 


br 
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The CHAIRMAN: Yes, by letters patent. But it is not the usual form of in- 


corporation. It is the amalgamation agreement that is sanctioned and approved 
by letters patent. 


Senator Lane: It is a form of federalism, is it, Mr. Chairman? 


The CHAIRMAN: I suppose we are not leading the way in that, except that 
it deals with corporate operations. Maybe there is an inspiration in that for 
some provincial jurisdictions. 


These are what we would regard as the most important aspects of the bill. 
In some cases we have gone outside the bill and amended provisions in the 
present act where we thought it was in the interests of the public and the 
efficient operation of the statute to do so. Let me illustrate one instance. Under 
our federal act you cannot be elected a director of a federal company unless 
you are a shareholder. Under the Ontario act, and many of the other provincial 
statutes, you can be elected a director—and that is a good election as a 
director—if you qualify as a shareholder within ten days thereafter. We have 
incorporated that provision into the report which is before you, as an amend- 
ment to the act, appearing in the bill in final form. For instance, in another 
place in our federal statute, if a shareholder wants to appoint a proxy under 
the federal statute—the proxy himself must be a shareholder. Under the 


_ provincial statutes in the main, there is not the requirement that the proxy 
need be a shareholder. We have proposed an amendment to the effect that 


the proxy need not himself be a shareholder. 
Senator Isnor: Is ten days long enough, Mr. Chairman? 
The CHAIRMAN: Oh, yes. 


Senator IsNor: Some company might come along and say that because 
you are a very good lawyer, they would like to have you as a director, that 
they have no shares at the present but will endeavour to secure shares for 
you. In the case of certain companies, I would say that ten days would be a 
very short time to procure those necessary shares. 


The CHAIRMAN: We took ten days, first, because it seems to be the limit 
of the provincial statute. Secondly, where they really want you to be a 
director they will see that the shares are acquired before they propose you 
as a director, because they would not want to take any chance on losing you, 
and under the statute if you do not qualify within 10 days and they want 
to have you as a director later, then you have to be a shareholder before 
election or appointment as a director. 


Also another provision we thought needed to be modernized was the one 


in our present act in relation to dividends, and the provision concerns where 


it is proposed to declare a stock dividend. I think everybody nowadays has 
a pretty good idea what a stock dividend is; it is where you declare a dividend 
that is payable in shares of the company. That practice has grown up con- 
siderably since the provisions of the Income Tax Act were amended where, 
on payment of a certain rate of tax, you could capitalize your earned surplus, 
create preferred shares, distribute them and subsequently redeem them. In 
the federal act there was the provision that in the case of a stock dividend 
you had to have a special by-law approved by the shareholders, and the by-law 
was only good for one year. That is quite outmoded and is inflexible. As a 
matter of fact, in many of these things we have changed from procedures 
requiring authorizing by-laws to something more flexible in the nature of 
resolutions by directors. Since directors have authority to declare dividends 
by resolution of the board, and a stock dividend is a form of dividend, therefore 
we saw no reason why you should require a by-law with a limited life: if 
you are going to declare a stock dividend. Lastly, in removing that requirement 
21298—4 


) Sera GU ee Ss Oe oor Oe ee SR a ye pee SAND GO ee’ SN at. Cae os \’ 
RC RCCL TAREE UNI anid SIMCOE ih eat nok GE Sai ihe 
PMU Wad a Ls oT WW) rita) REY ay stay ae ewe ‘i Wide eo aL Th Leh 

s hs VEN c ‘ \ " Ht inf pl | it \ Linke iy A: x My ‘ 


210 STANDING COMMITTEE 


we were bringing the act into Pontormntiy with most of the provincial statutes. ib 
So we have eliminated that requirement. 4 
I can also tell you that on Mr. Lesage’s recommendation we are pronecine i 
striking out from the statute the schedule of forms. Maybe that is flying in © 
the face of civil service practice. 
Senator McCuTCHEON: Putting the lawyers on their own. g 
The CHAIRMAN: Yes, putting the lawyers on their own, where they earn a 
their fees. With all the varieties of conditions, objects and whatnot you put — 
in a petition for incorporation nowadays, you cannot utilize the force. You 
have to type the whole thing anyway. It seemed a useless addendum, so, on ~ 
the recommendation of Mr. Lesage, out go the schedules—if the committee © 
approves. I add those words so Senator Hugessen will not feel that he is © 
committing himself. 
Then in our Companies Act we have the strange provision, in section 153 
of the act—I do not think you have the present act before you. These are — 
special act companies. 


Mr. LESAGE: Page 94 of the act. 


The CHAIRMAN: Yes, page 94. These are special act companies. You are © 
all familiar with the number of applications that come before us each year to — 
incorporate what are called special act companies. We have ben trying to 
achieve a little flexibility in it. Here we have a requirement in our Companies © 
Act that in the case of special act companies the affairs of the company shall — 
be managed by a board of not more than nine and not less than three directors. — 
We could see no reason for putting a ceiling on the number, requiring every 4 
time you wanted to change the number and did not have a specific provision ; 
in your special act you had to come to Parliament and get approval. So we © 
are eliminating that ceiling. 4 

We are also doing something more in connection with the flock of special — 
act companies we have had who want to obtain a French name, for instance. — 
They were coming to and engaging all the processes of Parliament to get a © 
French name—equivalent or not—to the English name. There is a procedure — 
in the ‘bill under which instead of coming to Parliament in the case of these © 
special act companies they can go to the Secretary of State and if they satisfy © 
him there is no conflict with any other name he may grant their petition; and 4 
so we remove from the consideration of Parliament the many petitions for © 
adding a French name in addition to the English name by special act companies. — 

Senator CroLL: Under what section? i 

Senator HAypDEN: Section 40 of the bill, I think it is. 

Senator CROLL: What page? 

Mr. LESAGE: Page 41. 


The CHAIRMAN: Yes, page 41 of the bill. You see section 44. You do not — 
have to come to Parliament for this. m 

Something else we have done is in connection with the seal of the com- — 
pany. The bill provided that where the company has a French name as well as > 
an English name both the French and the English name might be put on the — 
seal. That disturbed us a bit because we had visions, in some cases, of a very — 
large seal being necessary in order to get the French and the English name on — 
it. So what we have done by way of amendment is not to interfere with that/@ 
provision so that you put both names on the seal if you so desire, but we have 
said that alternatively you can have a seal with the English name and another 4 
seal with the French name. You can take your choice. When we are at the 
business of simplification, these are things we should tidy up. Were there other — 
things we dealt with? 


Senator LEONARD: Do you want to speak about section 125A? 
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_ The CHairMan: Yes, section 125A, which is at page— 
Senator LEONARD: Page 37 of the bill. 
The CHAIRMAN: Yes, page 37 of the bill. If you remember, I think Senator 


_ Walker, on second reading, spoke particularly and very strongly against this 
_ provision, and a lot of senators were wondering where such a provision could 


possibly come from and thought it smacked almost of a police state. It is that: 


The Secretary of State may at any time by notice require any 
company to make a return upon any subject connected with its affairs 
within the time specified in the notice, and on default in making such 
a return every director of the company is guilty of an offence. 


Of course, under the general provisions of the statute, a substantial fine or 
alternatively a jail sentence, or maybe both, are provided for. We found in 
committee that this section 125a had been lifted out of the Ontario Companies 
Information Act, and how it ever got in there nobody seemed to know and 
nobody was able to find out. However, the subcommittee recommends that this 
subsection be struck out, but we are providing, at page 11 in our report, a 
new section 125A, limiting its application to private companies. 


What we are saying is: 


The Secretary of State may at any time by notice require any private 
company to make a return upon any subject that a public company has 
to report to its shareholders pursuant to sections 115 to 122. 


In other words, it is not a case of leaving it wide open so that the Secre- 


tary of State can ask for information on any subject that he feels is connected 


in any way. We are tying in his right to make a demand on a private company 
to such information as a public company might be required to furnish. We are 
then providing for the confidential nature of the information when it is furn- 
ished to the Secretary of State. You will see that at the bottom of page 11 and 
the top of page 12. The only way in which you can get any disclosure of that 
information that has been filed pursuant to that demand is upon the recom- 
mendation of the Chief Justice or Acting Chief Justice of the province or a 
judge designated by him, who recommends to the Secretary of State that it is 
a proper case. 

There is one other amendment I think I should mention upon which there 
were different views expressed in committee by the witnesses. On page 21 of 


the bill there is a new section 117. This requires that: 


Every statement of profit and loss to be placed before an annual 
meeting of shareholders shall be drawn up to present fairly the results 
of the operations of the company for the period covered by the state- 
ment and shall show severally at least—”’ 


And in 


(a) the amount of sales or gross revenue derived from the opera- 
tions,”’— . 


Then there is a provision that if the company does not wish to disclose its 


- gross sales or revenue, an application may be made to the chief justice or the 


; acting chief justice of the province where the head office of the company is 


situate or to a judge designated to hear the application, and if this judge is 
- satisfied that the disclosure of the information would be detrimental to the 
interests of the company he may make an order and such disclosure need not 


be made. 
The feeling of the committee as a whole, if I may call it that, was in favour 


of such disclosure, and the subcommittee was entirely in favour, and we have 
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approved of that section in our recommendation to this committee. However 
it may be a matter of importance to other people in circumstances which may 
be out of the ordinary, and that is why I thought I should draw your attention 
to this in particular. 

There are a number of other amendments on these pages you have before 
you in the report, but I assure you they are all implementing recommendations 
by chartered accountants, the Canadian Bar Association, the Board of Trade 
of Metropolitan Toronto, and a number of legal firms across Canada on points 
of clarification. The essence of the law is not changed. Maybe I could give one 
illustration of what I mean by that. 

Senator McCuTcHEON: What about where you substitute supplementary 
letters patent? 

The CHAIRMAN: I did not have that one in mind. There are a number of 
cases where the bill referred to letters patent and we thought in these cases 
it should refer also to supplementary letters patent. Many of the additions are 
of that character. The one I particularly wished to draw to your attention as 
an illustration is found in section 5 of the statute. The wording of this section 
5 subsection 3 has caused a lot of difficulty where companies are issuing short 
term notes. In the act itself at subsection 3 of section 5 it says: 


Nothing in this Part shall be construed to authorize the company 
to issue any note payable to the bearer thereof or any promissory note 
intended to be circulated as money or as the note of a bank or to engage 
in the business of banking or insurance. 


There was confusion as to what was meant by the expression “to issue 
any note payable to the bearer thereof,” and what was intended by “to be 
circulated as money.” What is the difference between a note and a promissory 
note? We could not see any difference. We had had representations for clari- 
fication from legal firms across Canada who act for financial companies issuing 
notes, so we recommended the striking out of “to issue any note payable to 
the bearer,” so the section would then read “Nothing in this Part shall be 
construed to authorize the company to issue any promissory note intended to 
be circulated as money or as the note of a bank or to engage in the business 
of banking or insurance.” That is the sort of thing which we thought should be 
tidied up and to which our attention was called by legal firms experienced in 
these matters. 

I can tell you as a matter of interest that there are sections on these pages 
which have now acquired names. For instance there is one section which we 
have not dealt with in our discussion which is called the “Hugessen amend- 
ment” because it was proposed in the main committee by Senator Hugessen. I 
am sure he has never won a case in such a short time. There are others called 
the “McCutcheon amendments” and even one or two called the “Hayden amend- 
ments’’. . 

I have tried to give the highlights of the report. I can assure you that 
anything I have not touched on deals mainly with clarification and tidying up 
and does not change the substance of the law. 

The subcommittee has discharged its responsibility of examining the bill 
and drafting the changes which it thought were necessary and have now sub- 
mitted this report to the main committee. The report is in the hands of the 
main committee and the bill is before the main committee, and it is now up 
to you to decide what is to be done. You have to decide whether to accept the 
Sates as a whole, or to accept it in part and if so to decide what parts you will 
accept. 


Senator DAVIES: How does it affect companies under the control of the 
Corporations Act? Take the case where a company was formed and two men 
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were asked to sit on the directorate to give them qualifying shares. They had 
quite substantial interests in another company and this other company had 
taken away from them some of the provisions under the Companies Act. 

The CHAIRMAN: That comes under the income tax law. 

Senator Isnor: Mr. Chairman, I would like to clear one point. I refer to 
page 4, the last paragraph where it says: 


‘12A. (1) In this Act “mutual fund share’? means a participating 
interest in a fund administered by a company, with conditions attaching 
to the said interest which include a condition providing for the accept- 
ance for surrender thereof by the company on the demand of the holder 
at a price determined—” 


What is the price determined? 

The CHAIRMAN: When the letters patent are issued there is provision for 
certain types of mutual fund shares and for the conditions attaching to the 
shares. Amongst those conditions would be this particular one providing the 
basis on which the holder of that share may offer or make a demand to the 
company that it shall take the share off his hands and pay him so much money. 


Senator IsNor: But who would determine the price? 


senator McCuTcHEON: It is a formula price and would depend upon the 
market, say, the day before and with a discount attached to it. 


Senator WILLIS: I move that the committee accepts the report in toto. 


The CHAIRMAN: Do you want to go through the bill section by section? 
Possibly Senator Hugessen has an objection. Do you wish to raise that now? 

Senator HuGEsseN: Not until we are considering the bill section by sec- 
tion. 

The CHAIRMAN: We can go through the bill and deal with it section by 
section and then we can come back and deal with the amendments to the act 
which are in the bill. That is why I was trying to short-cut it by saying if 
there were objections we could deal with them first. 


Senator THORVALDSON: It seems to me that the subcommittee has spent 
a considerable amount of time on this bill. Its report has now been presented 
to this committee. For myself I can see no reason why we should go through 
all these matters section by section. Therefore I would suggest that if any- 
body wants to speak to a particular section—or if Senator Hugessen wishes to 
make a suggestion on an amendment to a certain section—it can be dealt with 
in that way. If that were done we could deal with all the sections in one part. 


The CHAIRMAN: Senator Hugessen, you indicated in connection with the 
amalgamation provisions you did not support the viewpoint that was stated 
in committee, and which is now cropping up in the language of the recommen- 
dation of the subcommittee. 


Senator HUGESSEN: I shall be very glad to explain my reasons. The objec- 
tion I had to the report of the committee relates to a part of the amalgamation 
provisions which start on page 12. Perhaps I might commence by reminding 
the committee that there is now a section in the Companies Act dealing with 
arrangements and compromises between a company and its shareholders— 
where a company wishes to change the rights of its shareholders either by 
decreasing the number of their shares or giving them something different from 
what they have already. It is a provision that has been in the act for a long 
time, and it has very often been made use of. 

I am referring to section 126 of the act which requires meetings of the dif- 
ferent classes of shareholders to approve of the suggestions by a three-quarters 
vote of those present, and it goes on to provide that before the company can 
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apply for supplementary letters patent confirming the aheansemens it has to ; 
apply to the court for approval. When it makes application to the court any © Ag 
shareholder who is dissatisfied or who does not feel he is being fairly treated — 
has the right to go before the court and make his representations. Upon that — 
hearing the court can either approve the proposed compromise without change, 
or require changes to meet what it considers to be the fair thing to do for the 7 
shareholders "4 
This bill provides for amalgamation on page 37. In their original form these — 
provisions follow the procedure in the presently existing compromise pr ovisions 
of the Companies Act. The bill provides that companies can agree to amalga- — 
mate; that the amalgamation agreement must be approved by votes of the 
shareholders of both companies, and then subsection (5) on page 38 reads: — 
After the adoption of the amalgamation agreement by the amal- — 
gamating companies, the companies shall apply to the court for an | 
order approving the amalgamation, and each amalgamating company 
shall notify each of its dissentient shareholders, in such manner as the 
court may direct, of the time and place when the application for the 
approving order will be made. 


Eee 


And that notice must be given to any shareholder who voted against the amal- 
gamation at the meeting. A notice is to be given to the creditors of the time 
when the application for the order approving is to be made. 

Now, that is fair. On the analogy of the provision that is already in the 
act dealing with compromises between a company and its shareholders, where 
a company wishes to give them something different from what they have 
already it has got to get the approval of the court. In the case of an amalgama- 
tion you have a somewhat similar situation. You have Companies A and B 
proposing to amalgamate into Company C, and you are going to give the share- 
holders of those two companies different kinds of shares in the new amalga- © 
mated company. The question that always comes up at that point is: “Are you 
treating the shareholders of each company fairly in relation to the others? Are 
you giving the shareholders of Company A a proper interest in the new Com- ~ 
pany C? Are you giving the shareholders of Company B a proper interest in — 
the new Company C? In other words, are you dividing the pie fairly?” 9 
It seemed to me that was another case of where we should follow the | 
precedent that already exists in the Companies Act, that a court should be © 
asked to approve of the provisions of the amalgamation and to satisfy itself — 
that they are fair to all shareholders of both companies. It would give a chance © 
to any dissentient shareholder to come before the court and put forward his a 
recommendations. The court, after hearing these recommendations, could — 
decide either to approve the proposed amalgamation or to insist upon changes ~ 
which would make the amalgamation fairer to the shareholders. } 

That was what the bill originally provided, and that, I thought, was an ~ 
extremely fair and proper thing. I must say that if I were a director of a com- 
pany intending to amalgamate with another company I should feel very much 
happier if I had the court confirm what my board of directors had done so far 
to my shareholders. ; 

The subcommittee’s proposal is entirely different. They took out the require- : 
ment of approval by the court of an amalgamation, and the only way in which > d 
a dissentient shareholder can make his views known under these amendments, - 4 
which are to be found at page 13 of the report, will be to have the shareholders J | 
holding at least 10 per cent of the shares get together and apply to the court 
for an order annulling the amalgamation agreement. q 
That seems to me to be grossly unfair to a small or minority shareholder. — 

How can the man who owns 200, 300 or 500 shares of a company which has. i 
many hundreds of thousands of shares get together with other dissentient share-_ 4 
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Riders to form 10 per cent a kcition and make an application to the: court 

or the annulment of the agreement? And that, under subsection (5) on page 13, 

has to be made within 7 days of the vote on the amalgamation agreement. 

i Furthermore, I think from a practical point of view the subcommittee’s 

7 recommendation is bad in this way; it says that if these 10 per cent or more 

_ do make an application, and the application is heard before the court then the 
judge can do certain things. Subsection (7) which is at the top of page 14 reads: 


¥ 
e 
j The said judge shall hear and determine the matters raised in the 
} 
: 
) 
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application and shall issue an order a ae the amalgamation agree- 
ment, or dismissing the application. . 


: He can do nothing else. He can either annul the amalgamation agreement, or 
_ dismiss the application. 

The CHAIRMAN: Are you suggesting that in the case of a scheme of arrange- 
- ment when you apply to the court the court can vary the scheme? 

Senator HUGESSEN: Oh, yes. 

The CHAIRMAN: Only with the consent of the parties. I can tell you that the 
_ practice in Ontario has been that if the judge does not think the scheme is 
meritorious he does not give any opportunity for variation. 


: Senator HUGESSEN: Well, I very much prefer that the provision in subsection 
_ (7) on page 38 of the bill remain as it is. It reads: 
A The court shall heard and determine the matter of the amalgamation 


; and may approve the amalgamation agreement as presented or may 
: approve it subject to compliance with such terms and conditions as it 
f thinks fit, having regard to the rights and interests of all parties including 
, the creditors and dissentient shareholders. 


That gives the court a great deal more scope than does the proposal of the 
subcommittee, and I very strongly urge upon honourable senators that this 
section of the bill as originally drafted should remain for the protection of 
minority shareholders. The court should be required in every case to give its 
sanction to a scheme of amalgamation where, as I said before, and which is 
’ the basis of the whole thing, what you are doing is trying to make a share- 
_ holder take something completely different from what he had before. 


; Senator LEONARD: I said before that when I find myself in disagreement 
with Senator Hugessen I am inclined to think I am wrong. Nevertheless, this 
_ time I am in disagreement with him. The analogy with respect to amalgamation, 
_ I think, is more with a case where a company sells to another company, in which 
] case normally the votes of the shareholders determine the sale and you do not 
- go to a court to approve of the sale, rather than a case of an arrangement inside 


4 a company as between classes of Seen otdere 


) This section dealing with arrangements internally goes back, as you py 
f see, to 1934 which was the time of the depression. Up to that time, in my recol- 
4 lection, there was no provision whereby a company could rearrange its respective 
4 rights between its shareholders. There were a good many cases of difficulties, 
_ where a company might have to go through either a receivership or a bankruptcy 
in order ultimately to come out with some new type of arrangement. For ex- 
i ample, the Abitibi Company was one presented with a difficulty over the lack 
_ of legislation providing for a reorganization which the shareholders of all classes 
_ wanted to bring about. 
i This section dealing with internal company arrangements was brought 
into effect in order to enable those transactions to be accomplished. Auto- 
matically they did affect the respective rights of shareholders, because the 
B srcholders had their rights to start with and if you were to rearrange them 
you were bound to give someone an advantage or possible advantage over 
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someone else. Therefore, in addition to the requirement of having a majority 
of the shareholders of the various classes agree, it was desirable that somebody 
impartial should look at the transaction and in judgment decide that this is 
fair to respective shareholders. 


Now, when you come down to an amalgamation, you have quite a different 
thing, as you have in the case of the sale of a company. What you really are 
doing is selling out one company to a new entity, and you are selling out the 
other company to the same new entity; and in the normal course the majority 
of shareholders should make that determination. If it should happen that some 
small group of a minority does feel they have been affected, they should have 
the right to object to it; but you have the same type of objection to the sale 
of a company, where some small majority might be selling out for a price that 
was too low. If this results, that deals rather with a case of amalgamation 
than with a case of sale or an internal arrangement which automatically does 
affect the rights, whereas a sale or amalgamation presumably is in the interests 
of the shareholders and it is only when that presumption is to be overcome 
that one should need to go to the court. You also have this in mind, that a 
normal transaction would be upset if in every case they had to go to a judge 
and if the judge could never modify the transaction it would simply block 
all amalgamations. 


The CHAIRMAN: I should point out, one, that the provision as we recom- 
mend it is a form that is contained in the Ontario act. In the Ontario act there 
is no provision for getting court approval. 


Senator McCutcHEon: Nor even for court approval under any circum- 


stances; and furthermore only a two-thirds vote, whereas we put three-quarters 
vote here. 


Senator CROLL: I never thought of the Ontario act as the perfect act, and 
it has its shortcomings, and perhaps there will be an opportunity later on to 
deal with some of the shortcomings of the Ontario act. But the point being 
made is that a shareholder who has some shares and has invested his money, 
has some rights under the act at the present time, as it appears. Now he has 
got within seven days to collect 10 per cent of the shares, any class of shares, 
in order to make his case. That puts an unusual burden upon him, that the 
ordinary shareholder could not possibly cope with. He just does not know 
how. He is a shareholder and probably does not know anyone else, yet he has 
a grievance. He was able to deal with it under the original provisions, but 


he is not now able to deal with it and there is nobody so lonesome as a 
shareholder. 


The CHAIRMAN: You start off in the Bill by requiring a three-quarters vote 
of the shareholders of every class, of both companies. 


Senator HUGESSEN: Three-quarters of those present at the meeting, not 
three-quarters of the shareholders. 


The CHAIRMAN: Three-quarters of those present at the meeting, yes. Prior 
to that, those shareholders would have received full information as to the 
nature of the proposed transaction, including a copy of the amalgamation agree- 
ment, so they would have full opportunity to consider what their position was. 
Under the amalgamation you are taking all the assets. If there are two or three 
companies going in, whatever the number may be, nothing is shaved off in 
the process. All the assets which are in those companies are all going into 
the amalgamation company. There may be a rearrangement of the respective 
interests and what they get in shares out of the amalgamated company, but 
nothing is taken away. That is the essential difference between amalgamation 
and a scheme of arrangement. In a scheme of arrangement you are affecting the — 
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rights of shareholders of different classes and you may whittle them down, 
rearrange the conditions. You are not doing those things here. 


Senator HUGESSEN: Oh, yes, Mr. Chairman. 
The CHAIRMAN: That is where we differ. 


Senator HUGESSEN: In the case of internal reorganization of a company 
for the whole different classes of shares, you are changing the rights of those 
different classes of shares as between themselves. In the case of amalgamation, 
you are saying that the shareholders of company A shall have so many shares 
in company B and that the shareholders of company B shall have so many 
shares in company C. You are rearranging the shares of the companies as 
between themselves. That is the essential point where the question of fairness 
comes in. 


Senator McCutcHEon: Senator Hugessen, could I put this to you? Under 
the act as it stands at present—not under the bill—company A can acquire 
the shares of company B by offering to the shareholders of company B its 
shares; and it can do that, I think, on a simple minority vote on a majority 
vote of the shareholders, and I do not think it has to go to the shareholders, 
providing it has enough unissued shares in its treasury to buy them out. Now, 
if 90 per cent of the shareholders accept that offer, you know what the 
inevitable result is. The 10 per cent can be forced in. I do not see that there is 
any essential difference between what I have described and amalgamation. 
If you should carry it right through, the two companies are not amalgamated 
but are in the same basket from there out, and the shareholders of company 
A are in a different position from that in which they were, and the shareholders 
of company B are in a different position from that in which they were. 

The CHAIRMAN: That is right. 

Senator McCuTCHEON: Whether it is a fair position or not is something 
that the shareholders themselves would have to decide. 

Senator HUGESSEN: Yes, you leave them free to accept or not to accept the 
offer. 

Senator McCuTcHEON: I can give you another example, a better one. Com- 
pany A can agree with company B—and this has been done—to purchase all 
the assets of company B for shares of company A. Now, you say I leave them 
free to accept or not. The directors of company B enter into that agreement. 
As it is a sale of assets, it has to be approved by X per cent of the shareholders 
attending the meeting—and I do not think it is as high as 75 per cent—and 
once it is approved, that is it—unless there is fraud. That is the exact analogy 
of amalgamation. 

The CHAIRMAN: I do not think we can finish this discussion now, so we 
shall adjourn until 8 p.m. 


Whereupon the committee adjourned until 8 p.m. 
Upon resuming at 8 p.m. 


The CHAIRMAN: We were discussing the question that Senator Hugessen 
raised before the adjournment. May I restate it? 

In dealing with amalgamation, the various classes of shareholders of each 
company seeking to amalgamate are required at their respective meetings to 
vote in favour of amalgamation by a vote of three-quarters of the shares 
represented at the meeting. The committee provided in its amended report 
that the dissensient shareholders who recorded their dissent at the meetings 
of shareholders, and who represent not less than 10 per cent of the issued 
voting shares of a class of shares, may apply to the court within seven days 
to annul the amalgamation agreement. If they do not apply within that time, 
then on the eighth day the agreement becomes effective for all purposes. 
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of this kind, I wonder whether we shall not perpetuate that, or, on the other 


“willing to accept the conditions, they do not have to accept them, do they? 
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In dealing with the reduction of capital situation, we have simply said og 
that if any reduction of capital is involved in the amalgamation, then the ~ 
provision of the sections dealing with reduction in capital apply. The bill as : 
it came to us had provided that the company, after the shareholders approved, | 
must go to the court in effect, in the same way as in a scheme of arrangement, : 
and the judge hearing the company’s application may sanction or he may not, 
or if he sees fit, I think the draft said he may impose conditions. 

Senator Hugessen favours the scheme of arrangement method. The sub- 
committee was unanimous in the decision it came to, feeling that there was a 
difference between an amalgamation as between two companies where there is 
no shrinkage of the property or assets—everything goes into the amalgamation, 
as against the scheme of arrangement or compromise, which is internal or 
domestic, as affecting the rights of the shareholders in relation to their company. 

Is there anything further you want to add to that, Senator Hugessen? 

Senator HuGcEssen: Mr. Chairman, there is nothing much more I want to 
add. I think I put my view as succinctly as I could this afternoon. 

I should like perhaps to refer to one or two things Senator McCutcheon 
said. He said there are cases where one company is purchasing the shares of 
another, and the minority shareholder has no rights if the majority insist on 
it. That is perfectly true. However, when we are introducing new legislation 


hand, provide some protection to the minority shareholder in the case of an 
amalgamation, as is already provided in the present act, in the case where a 
company wishes to reorganize its capital structure. 


Senator Davies: Am I correct in assuming that you want the judge to make 
the final decision in some of these matters? 


} 
: 
| 
Senator HuGressen: As exactly in a compromise case of a company of ~ 
shareholders. When the shareholders have approved, then the company has to 
go to the court, and after the court has approved— | 
Senator Davigs: Has the amendment wiped out any reference to the court? 
Senator HUGESSEN: It only allows reference to the court when at least 10 
per cent are affected. 
Senator Davies: Ten per cent of the amount of the shares? 
Senator HUGESSEN: No, of the number of shares. 


The CHAIRMAN: Yes, not in dollars, in numbers; not 10 per cent of all the 
shares, but of any class. 


Senator Pearson: Of course, the shareholders will already have received 
a notice long before, giving them 10 days’ notice or even a month’s notice. 
The CHAIRMAN: They have had the amalgamation agreement. 


Senator PEARSON: They will have had two weeks in which to collect the 10 
per cent. 


Senator KINLEY: Does the original act say 10 per cent? 
The CHAIRMAN: No. 
Senator KInLEY: Any shareholder can go to the court. 


The CHAIRMAN: In the bill as it came to us, yes. Under the bill as it came to 
us, the judge could say yes or no, or impose conditions. 


Senator KINLEY: But now he cannot impose conditions? 


The CHAIRMAN: No; it is either yes or no. After all, if you have an amalga- 
mation agreement— 


Senator Cook: If the judge imposes conditions, and the majority are not 


The CHAIRMAN: No. 
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_ Senator HuGESSEN: In a great number of these compromises I have had 
under the compromise section of the act, in the terms we have always provided 
that the judge could make even a minor change, subject to such changes 
as the court or the Secretary of State might approve or impose. On the other 
hand, one thing I did not like about the original draft, which the committee is 
“how proposing to reject, was the power of the court to approve the amalgama- 
_ tion agreement as presented, as it sees fit, without having regard to the rights 
of parties. Now the company comes before the court and the parties are heard, 
and dissenting shareholders, and the judge says, ‘Well, I think the share- 
_ holders of the company should get a little more out of this than they are being 
offered in the amalgamation agreement.” He could very well say to the com- 
pany, “You go back and hold further meetings with your shareholders on 
the basis of “A” getting such and such, instead of so and so, and if you can 
agree with that, then come back before me and I will sanction the agreement.” 
In the amendments provided by the subcommittee there is nothing of that 
sort; the judge has either to sanction or to reject. 


Senator MCCUTCHEON: That is as it should be. 


| Senator HUGESSEN: It leaves no latitude for a compromise after the judge 
has heard. 


senator MCCUTCHEON: Surely a judge is not the person to make a commer- _ 


cial decision. 
senator HUGESSEN: He has made it for 30 years in the compromise arrange- 
ment. 


The CHAIRMAN: That is an adjustment of rights. Here is a matter of 
agreement. 


Senator McCuTcHEON: That is right. 


Senator HUGESSEN:. This is an adjustment of rights, just the same. 
Senator McCutTcHEOoN: No. 
; The CHAIRMAN: As Senator Leonard put it earlier today, an amalgamation 


agreement is very akin to a selling out of the assets from one company to 
another. 
Senator KINLEY: What right has the minority shareholder, the 25 per cent 
_ shareholder, got outside of this right to go to the court? 

The CHAIRMAN: Well, if three-quarters of those present think the agree- 
ment is a good agreement, then the dissenting shareholder— 

Senator KINLEY: I have gone through that before. 
‘ Senator Cook: At first I was of Senator Hugessen’s opinion, but I have 
since become convinced it is a mere matter of a commercial bargain. I have 
_ come around to the opinion of the view of the subcommittee that it is purely a 
commercial agreement, in the absence of fraud. 
\ Senator McCuTcHEON: Only 51 per cent of the majority in the Parliament 
_ of Canada carries. We are putting it at 75 per cent here. 
4 Mr. LESAGE: If there is evidence of fraud after the judgment is rendered, 
who would say what might happen? 
; The CHAIRMAN: As Mr. Lesage has pointed out, even at the stage when 
all these proceedings have exhausted themselves and you then go to the 
Secretary of State to get letters patent confirming the amalgamation agree- 
ment, the Secretary of State might then inquire, and if he is satisfied there 
dl is something peculiar about this or there is really a fraud being practised 
§ he will not issue the letters patent. 


4 Senator HUGESSEN: Would not you people be happier, Mr. Lesage, if you 
4 had a judgment of the court? 
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Mr. LESAGE: We have done that before, turned down the judgment of a 
court. This was in the case of a compromise, where the judge decided otherwise 
than requested by the parties, and the judgment in so far as we were concerned 
we considered as being null and void, and we refused to issue the supplementary 
letters patent. The company agreed and started all over again. But if we get 
representation from one single shareholder there is fraud, then we will ask for 
a full investigation before issuing the letters patent, in the case of an amalgama- 
tion, or supplementary letters patent, and the department is there to protect the 
public and shareholders at the same time. Of course, we look like rubber stamps 
in those cases, but in fact we are not. 


Senator McCutTcHEON: Senator Croll indicated he did not believe the 
Ontario laws were very good. The Ontario law about amalgamation has been 
working a number of years, and there has never been any federal right for 
amalgamation. The safeguards that have been built into this section are much 
greater than the safeguards that are built into the Ontario section. I have prac- 
tised law and done busines in Ontario for a good many years, and I have heard 
no complaint in practice. I could almost join you in theory, Senator Hugessen, 
but not in practice, and we are talking practice tonight. 


Senator HuGESSEN: In practice I think your safeguards are absolutely 
nugatory and useless. Supposing a few shareholders holding a few shares did 
apply, how could they get protection within seven days? 


Senator McCutcHrEon: In Ontario, if you can prove fraud you can sue. I 
come back to my A.B.C. companies. Company “A”? makes a deal with company 
“B” to buy all the assets of company ‘‘B’”—and I have done this—for shares 
of company “A”; and that is a transaction that under any companies acti that 
I know of can be done by a 662 per cent vote of the shareholders. 


The CHAIRMAN: Or a majority vote in some cases. 


Senator McCuTcHEON: Yes, or even a majority vote under some acts. It 
has the same effect as an amalgamation, and no shareholder can go into court 
under any circumstances unless he can prove fraud. 

The CHAIRMAN: Or non-disclosure. 


Senator McCuTCHEON: That is right. What we are trying to do, as I see it, 
in this section is to provide a simpler way for—and let me take an item out 
of my own experience—a simpler way for Dominion Tar and Building Products 
to get together than to go through the machinery we had to go through. There 
was no question nobody had any right to go to court. The shareholders’ meet- 
ings were held. They were passed by the appropriate number of votes, and 
nobody could attack the thing except on the ground of fraud. To put a judge 
in the position of trying to say, ‘Well, I don’t know. I think you fellows should 
have had one-tenth of a share more than you are getting’—to put a judge in 
the position of dealing with economics on that basis, I think, is wrong; and 
with all due respect to Senator Hugessen, for whom I have the greatest respect, 
as he knows, I do not believe his analogy between the compromise provisions 
and these provisions is a good one. 

The CHAIRMAN: Now we have passed this one back and forth, do we take 
a vote on this? 


senator CONNOLLY (Ottawa West): Before you do—and this is not on the 
point you have been discussing, but just as a matter of interest to myselfi— 
the application to court that would be made by the 10 per cent of these share- 
holders affected, I suppose, in the common law courts is done by way of notice 
of motion. That is the normal procedure. 

The CHAIRMAN: Yes. 


Senator CONNOLLY (Ottawa West): What about the situation in Quebec, 
because you are legislating here for all the provinces? 
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Mr. LESAGE: There would be a motion before a judge in chambers. It is 
exactly the same. 
Senator CONNOLLY (Ottawa West): It is the practice? 
' Mr. LesacE: Yes, it is the practice, exactly the same. 
Senator KINLEy: Who drafted the bill before us? Is it a Government bill? 


The CHAIRMAN: Yes, only it is introduced in the Senate before the House 
of Commons. When we made these changes, as against the bill presented to us, 
we carried the judgment of Mr. Lesage. 


Senator KINLEY: Talking about precedents, here is a precedent, the Justice 
Department brought you a bill which you are amending. 


Senator McCuTCHEON: In the Senate we are entitled to amend Govern- 
ment bills. 


Senator KINLEy: But you were talking about precedents. 


The CHAIRMAN: I understand that when this bill was introduced in the 
Senate, Senator Connolly (Ottawa West) said something about this bill being 
introduced in the Senate in the hope it would be very well and carefully con- 
sidered, and where amendments were thought to be necessary that they would 
be made. 


Senator KINLEY: Nobody is objecting to the right to, but whether we 
should do it or not by what is before us. 

The CHAIRMAN: We can talk back and forth all night. 

Senator HuGressen: To bring the thing to a head I will move that that 
part of the subcommittee’s report numbered 52 on page 12, starting with the 
word “AMALGAMATION” on page 12, and continuing to subsection 12 on 
page 15 be rejected, and that the provisions of the original bill, section 128A 
be substituted therefor. That simply means that upon an amalgamation being 
proposed and being voted upon it has got to be submitted to the approval of 
a court, and at the hearing before the court any shareholder who feels himself 
aggrieved or not properly dealt with by the terms of the proposed amalgama- 
tion will be in a position to make his representations to the court, and a court 
can then deal with it as it sees fit—exactly in the same way as is done in 
compromises or arrangements within a company itself. 

The CHAIRMAN: Does everybody understand the question? 

Those supporting Senator Hugessen’s motion reinstating the provision of 
the bill and striking out the provision in the report of the subcommittee, will 
you please raise your hands? Contrary? The motion is lost. 

Are there any other points in the bill, read with the report of the sub- 
committee, that any person wishes to raise at this time? Or are there any 
points in our report on which you want further information? 


Senator DAviES: As I understand it, this bill will now go to the Senate 
with the amendments as made by our subcommittee and agreed to by this 
committee? 

The CHAIRMAN: That is right. 

Senator Davies: It will then go to the House of Commons— 

The CHAIRMAN: If the Senate approves the report. 

Senator DAvIES: —and the House of Commons can then change it if it 

wishes? 
i The CHairMAN: That is right. 

Senator McCuTcHEON: I move that the bill be reported to the Senate with 
the amendments reported by the subcommittee— 


rs Senator McCuTcHEon: That is right. CD EG 
my . The CHAIRMAN: All those in favour of the motion? ‘Contrary? 
Hon. SENATORS: Carried. . 
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MINUTES OF PROCEEDINGS 


TUESDAY, November 24, 1964 


Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 9.00 p.m. 


Present: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 
Beaubien (Bedford), Beaubien (Provencher), Bouffard, Burchill, Choquette, 
Connolly (Ottawa West), Cook, Davies, Fergusson, Flynn, Gelinas, Gershaw, 
Gouin, Hugessen, Kinley, Lang, Leonard, McCutcheon, McLean, Molson, Pear- 
son, Pouliot, Power, Reid, Roebuck, Taylor (Norfolk), Thorvaldson, Vaillan- 
court and Willis. (32) 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 

The Report of the Committee on Bill S-22, “An Act to amend the Com- 
panies Act”, was further considered and subsequently amended. 

The following witnesses were heard: Mr. J. W. Ryan, Legislation Section, 
Department of Justice; Mr. Louis Lesage, Q.C., Director, Companies and Cor- 
- porations Branch, Department of the Secretary of State. 

It was agreed that at a future revision of the said Act, it would be 
advisable to attempt to incorporate therein a clause similar to clause 128B, 
which clause was deleted from the first Report on the said Bill. 

On motion duly put it was RESOLVED to again report the said Bill as 
further amended; as follows: 


1. Page 1: Clause 3 is amended by adding thereto after sub-clause (2) the 
following: 
“(3) Section 3 of the said Act is further amended by inserting im- 
mediately after paragraph (i) thereof the following: 

‘(ia) “officer” means president, chairman of the board of directors, 
vice-president, secretary, assistant secretary, treasurer, assistant 
treasurer, or any other person designated an officer by by-law or 
by a resolution of the directors.’ 


(4) Paragraph (n) of section 3 of the said Act is repealed and the 

following substituted therefor: 

“(n) “shareholder” means every subscriber for or holder of a share 
in the capital stock of the company and includes the personal 
representatives of a deceased shareholder and every person 
who agrees with the company to become a shareholder;” 


2. Page 2: Strike out subclause (2) of clause 5 and substitute therefor the 
following: 
‘““(2) Subsection (3) of section 5 of the said Act is repealed and the 
following substituted therefor: 

‘(3) Nothing in this Part shall be construed to authorize the 
company to issue any promissory note intended to be circu- 
lated as money or as the note of a bank or to engage in the 

business of banking or insurance.’ ” 


““(3) Subsection (4) of section 5 of the said Act is repealed and the 
following substituted therefor: 
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‘(4) Where a company . . 
(a) carries on a business that is not within the scope of the objects | 

set forth in its letters patent or supplementary letters patent, 
(b) exercises or professes to exercise any powers that are not 

truly ancillary or reasonably incidental to the objects set forth 

in its letters patent or supplementary letters patent, . 
(c) exercises or professes to exercise any powers expressly ‘excluded 

by its letters patent or supplementary letters patent, 
the company is liable to be wound up and dissolved under the 
Winding-up Act upon the application of the Attorney General of 
Canada to a court of competent jurisdiction for an order that the 
company be wound up under that Act, which application may be 
made upon receipt by the Attorney General of Canada of a certificate 
of the Secretary of State setting forth his opinion that any of the 
circumstances described in paragraphs (a) to (c) apply to that 
company. | 

(5) In any application to the court under subsection (4) the 
court shall determine whether the costs of the winding up shall — 
be borne by the company or personally by any or all of the directors _ 
of the company who participated or acquiesced in the carrying on of 
any business or the exercise or the professing of the exercise of any 
powers as described in subsection (4).’” 


3. Page 6, line 6: Immediately after “may” insert “, with the consent of 
such applicants or their authorized representative or agent,”. 


4. Page 6: Strike out cause 8 and substitute therefor the following: 


“8. Sections 9 and 10 of the said Act are repealed and the following 
substituted therefor: 


‘9. Notice of the granting of letiers patent or supplementary 
letters patent shall be forthwith given by the Secretary of State by 
one insertion in the Canada Gazette. 


10. (1) When the letters patent or supplementary letters patent — 
contain any misnomer, misdescription, clerical error or other defect, — 
the Secretary of State may direct the letters patent or supplementary 
letters patent to be corrected. | 


(2) Notice of the correction of the letters patent or supple- — 
mentary letters patent shall be forthwith given by the Secretary of © 
State in the Canada Gazette if the correction made causes them to ~ 
depart materially from the text of the original notice given pursuant | 
to section 9;’” 


9. Page 6: Strike out lines 30 to 36, both inclusive, and substitute therefor q 
the following: 


“limitation attaching to any class of shares. 


(1A) The letters patent or supplementary letters patent may provide q 
for the issuing of preferred shares with par value subject to redemption — 
or purchase for cancellation out of capital if the price at which such ~ 
redemption or purchase for cancellation takes place is not more than 
the par value of the shares plus a premium of not more than twenty — 
per cent of such par value; but no such redemption or purchase for f 
cancellation shall take place where the company is insolvent or when . 
such redemption or purchase for cancellation would render the com- 4 
pany insolvent. 


(1b) If any class of shares has attached”. 
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an dae 7: ‘Strike out lines 5 and 6 and substitute therefor the follawine: 
(2) Subsections (6) and (7) of section 12 of the said Act are 
repealed and the following substituted therefor: 


‘(6) All or any part of the authorized capital of a company, 
except shares having priority as to capital or being subject to re- 


demption or purchase for cancellation, may consist of shares without 


nominal or par value.’ ”’ 


7. Page 8: Strike out clause 11 and substitute therefor the following: 


“11. The said Act is further amended by adding, immediately after 
section 12 thereof the following: 


‘I2A.: (1) In this section, “mutual fund share’ means a par- 
ticipating interest in a fund administered by a company, with condi- 
tions attaching to the said interest which include a condition provid- 
ing for the acceptance for surrender thereof by the company on 
the demand of the holder at a price determined and payable in 
accordance with such conditions: and, in relation to mutual fund 
shares, the words “redemption or purchase for cancellation” in any 
letters patent or supplementary letters patent shall be deemed to 
mean acceptance for surrender. 


(2) If the only undertaking of the company consists in the 
administration of such a fund, the letters patent or supplementary 
letters patent may provide for the issuing of mutual fund shares, 
and for the conditions governing the acceptance for surrender by 
the company, on the demand of the holder thereof, of such mutual 
fund shares, or fractions or parts thereof, that are fully paid, at 
prices determined and payable in accordance with the conditions 
set out in such letters patent or supplementary letters patent. 

(3) Any mutual fund shares, or fractions or parts thereof, sur- 
rendered to the company pursuant to the conditions attached thereto 
shall be deemed to be no longer outstanding and shall not be re- 
issued by the company.’ ”’ 


8. Page 10, line 14: Immediately after “section” insert “or on the date on 
which it became a subsidiary’’. 


9. Page 10, line 44: Immediately before “capital” insert “authorized”. 


10. Pages 11 to 14: Renumber clauses 15 to 19 as clauses 16 to 20 and insert 


the following as clause 15: 


“15. Subsection (3) of section 21 of the said Act is repealed and the 
following substituted therefor: 

‘(3) No by-law for the said purpose is valid or shall be acted 

upon until it is sanctioned by at least two-thirds of the votes cast 

at a special general meeting of the shareholders duly called for 


considering the by-law. 
(4) A copy of the by-law certified under the seal of the com- 


pany shall be forthwith filed with the Secretary of State and pub- 
lished in the Canada Gazette.’”’ 


11. Page 12, line 11: Immediately after “name” insert “or shall have two 
seals, each of which shall be equally valid, one showing the French and the 
other the English form of its name”. 

12. Page 12: Strike out lines 25 to 29, both inclusive, and substitute there- 
for the following: 
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“(a) that the company has no assets and that, if it had any assets 

; immediately prior to the application for leave to surrender its 
charter, such assets have been divided rateably among its share- 
holders or members, and either,”’. 


13. Page 13: Strike out lines 25 to 31, both inclusive, and substitute there- 
for the following: 


‘““(4) Where a company has more than one class of shares 


(a) 


(b) 


(5) 


the preferences, rights, conditions, restrictions, limitations or 

prohibitions attaching to any class of shares shall be stated in 

legible characters 

(i) on every share certificate representing that class of 
shares, or 

(ii) by a writing permanently attached to the share certifi- 
cate; or 

there shall be inscribed on each such share certificate, in legible 

characters, a statement that there are preferences, rights, con- 

ditions, restrictions, limitations or prohibitions attached to such 

class of shares, and that the full text thereof is obtainable on 

demand, and without fee, from the secretary of the company. 


Where a statement referred to in paragraph (b) of subsection 


(1) is inscribed on the share certificate, the secretary of the company 
shall furnish, without fee, to the shareholder on demand the full text of 
any preferences, rights, conditions, restrictions, limitations or prohibitions 
attached to such class of shares.’’ 


14. Page 14, line 25: Immediately after “affected:” add “‘or’’. 


15. Page 15, line 9: Strike out “auditor” and substitute therefor “authorized 
officer of the company”. 


16. Pages 14 to 18: Renumber clauses 20 to 30 as clauses 22 to 32, and insert 
the following as clause 21: 


aN KK 


Section 49 of the said Act is amended by adding the following 


as subsection (3): 


‘(3) Notwithstanding anything contained in this section, where 


pursuant to subsection (1) of section 12 preferred shares are issued 
providing for redemption or purchase for cancellation out of capital, 
and such shares are so redeemed or purchased for cancellation, then, 
upon the filing of notice thereof with the Secretary of State pursuant 
to section 62, they are thereupon cancelled, and the authorized and 
the issued capital of the company shall be thereby decreased.’ ”’ 


17. Page 16: Strike out lines 15 to 19, both inclusive. 
18. Page 16, line 20: Strike out “(4)” and substitute therefor “(3)”. 
19. Page 16, line 24: Strike out “(5)” and substitute therefor Gage: 


20. Page 16: Strike out lines 30 to 39, both inclusive, and substitute therefor 


the following: 


“28(1) Section 62 of the said Act is repealed and the following sub- 
stituted therefor: 


‘62. When any class of shares is created or becomes subject 


to redemption or purchase for cancellation or conversion into any 
other class, and such redemption or purchase for cancellation or con- 
version 1s effected in any month, notice thereof, setting forth the 
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number of shares of the class redeemed or purchased for cancella- 
tion or converted and the number of shares and the class into which 
conversion is made in that month, and also setting forth whether 
and the extent to which any such redemption or purchase for can- 
cellation was made out of capital, shall be filed with the Secretary 
of State before the end of the following month.’ 


(2) The said Act is further amended by adding thereto, immediately 
after section 62 thereof, the following section: 


“62A. When a company has issued any class of mutual fund 
shares within the meaning of section 12A, the company shall 
each month file with the Department of the Secretary of State a 
statement giving the number of each class of such mutual fund 
oe which have been accepted for surrender during the preceding 
month.” 


21. Page 17: Strike out lines 9 to 17, both inclusive, and substitute therefor 
the following: 


“76A. (1) Where a company makes an offer to the public of its 
securities in any province or any foreign country wherein it is a general 
requirement of law that a prospectus or a document of a similar nature 
be filed with a public authority thereof before an offer of securities may 
lawfully be made to the public, whether or not the particular offer to 
the public of the securities of the company in that province or country 
may by the laws thereof be made without the filing of a prospectus or 
document of a similar nature, the company need not comply with the 
provisions of sections 74, 75, 77 and sections 70 to 82 with respect to 
such offering and, subject to subsection (4), those sections do not apply 
thereto.” 


22. Page 17, line 26: Immediately after “authority,” insert the following: 


“or by an officer of the company, together with a statement of the date 
and place of filing,”’. 


23. Page 18: Renumber clause 31 as clause 34 and insert the following as 
clause 33: 
“22. Subsection (3) of section 83 of the said Act is repealed and the 
following substituted therefor: 

‘(3) For the amount of any dividend that the directors may 
lawfully declare payable in money they may issue therefor shares 
of the company as fully paid up, or they may credit the amount of 
such dividend on the shares of the company already issued but not 
fully paid up, and the liability of the holders of such shares thereon 
shall be reduced by the amount of such dividend.’ ” 


24. Page 18: Renumber clauses 32 to 37 as clauses 37 to 42 and insert the 
following as clauses 35 and 36: 


“35. Section 86 of the said Act is amended by adding thereto the 
following as subsection (5): 

‘(5) Notwithstanding subsection (1), a person may become a 
director of a company if he becomes a shareholder within ten days 
after his election or appointment as a director, but if he fails to 
become a shareholder within such ten days, he thereupon ceases to 
be a director and shall not be re-elected or re-appointed unless he 
is a shareholder of the company.’ 

36. Subsection (3) of section 87 of the said Act is repealed and the 
following substituted therefor: 
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“(3) A copy of the by-law certified under the seal of the com- 
pany shall be forthwith filed with the Secretary of State, and such > 
copy shall be open for inspection, without fee, during normal office 
hours.” 


25. Page 18, lines 31 and 32: Strike out “within thirty days of any such 
purchase or sale” and substitute therefor “before the end of the month follow- 
ing that in which such purchase or sale took place’’. 


26. Page 18, line 39: Immediately after “hours”. add the following: 4 
, 


“The secretary of the company shall also, within thirty days of its 
receipt by him, furnish to the Secretary of State a copy of each such 
statement, and the Secretary of State shall make such statements avail- 
able for inspection by any shareholders of the company at any time 
during usual office hours.” 


27. Page 18, line 40: Strike out “present” and substitute therefor “disclose”. 


28. Page 19, line 6: Strike out “make” and substitute therefor “furnish to 
the secretary of the company”’. 


29. Page 19: Strike out line 35 and substitute therefor the following: 
‘by proxy whether or not such proxy is himself a shareholder’. 


30. Page 19: Strike out lines 40 to 45, both inclusive, and substitute there- 
for: 

“115. (1) Every company shall cause to be kept proper accounting 
records with respect to all financial and other transactions of the com- 
pany, and, without limiting the generality of the foregoing, shall cause 
records to be kept of”. | 


31. Page 20: Strike out lines 8 to 45, both inclusive, and substitute therefor: 


‘“‘(2) The accounting records shall be kept at the head office of the 4 
company or at such other place in Canada as the directors think fit, and 
shall at all times be open to inspection by the directors. 


(3) In case the operating accounts of the company are kept at some © 
place outside Canada, there shall be kept at the head office of the com- ~ 
pany such comprehensive records as shall enable the directors to ascer- yy 
tain with reasonable accuracy the financial position of the company at — 
the end of each three months’ period.” 7 


32. Page 21: Immediately after line 27, add the following: 


“(4) Each year, with the consent in writing of all shareholders, a — 
private company that is not a subsidiary of a public company or a com- — 
pany incorporated otherwise than by or under an Act of the Parliament — 
of Canada may dispense with the requirements of sections 117 to 121A, © 
in respect of any particular financial statement specified in the consent, — 
but the financial statement shall be drawn up so as to present fairly the © 
results of the operation of the company for the period covered by the 
statement.”’ 


33. Page 21, line 37: Immediately after “situated,” insert “or a judge of aq 
such court designated by either of them,’’. q 
34. Page 22: Strike out lines 13 to 15, both inclusive, and substitute ‘ 
therefor: : 
“(g) the provision made for depreciation and obsolescence, and — 
separately for depletion:”’ 
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35: Pals 22, line 29: Strike out “, contributions to pension funds”. 
36. Page 24, line 15: Immediately after “nature” insert “and cost”. 


37. Page 24: Strike out line 21 and substitute therefor: 
: “those of the company, stating the cost and basis of’. 


38. Page 24, line 30: Strike out “1963” and substitute “1960”. 


| 39. Page 24: Strike out lines 40 and 41 and substitute therefor: 
“respect of depreciation and obsolescence, and separately in respect 
-— of depletion’’. 
40. Page 25, line 10: Strike out “1963” and substitute “1960”. 
41. Page 26, line 31: Immediately before “affects” insert “materially”. 
42. Page 32: Strike out lines 16 to 18, both inclusive, and substitute there- 
for: 
“subsection (1) that have most recently been made available to the 
shareholders prior to such demand.” 
43. Page 32, line 33: Strike out the period and add: 
‘, or by a judge of the said court designated by either of them.” 
44, Page 35, line 5: Immediately after “receive” insert “, unless waived by 
such auditor,”. 
45. Page 35: Strike out lines 8 and 9 and substitute therefor: 
“(6) A company, upon receipt, not less than seven days ee a 
meeting of shareholders, of a written”. 


46. Page 35, line 28: Immediately after “which” insert “and the place 
where’’. 


47. Page 35, line 39: Strike out “‘and by the auditor”. 
48. Page 36, line 31: Strike out “ordinary” and substitute “registered”. 


49. Page 37: Strike out lines 4 to 9, both inclusive, and substitute therefor: 


| “125A. (1) The Secretary of State may at any time by notice require 
; any private company to make a return upon any subject that a public 
company has to report to its shareholders pursuant to section 115 to 122. 

(2) Documents filed with the Secretary of State pursuant to this 
section shall not be open for public inspection except upon the written 
direction of the Secretary of State given upon the recommendation of 
the chief justice or acting chief justice of the court of the province 
in which the head office of the company concerned is situated, or by a 
judge of the said court designated by either of them.” 


50. Page 37: Strike out clause 37 (renumbered as clause 42) and substitute 
_ therefor the following: 


“42. The said Act is further amended by adding thereto, immediately 
after section 128 thereof, the following heading and sections: 


AMALGAMATION 


128A. (1) Any two or more companies incorporated under this Act, 
including holding and subsidiary companies, may amalgamate and 
continue as one company. 
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(2) Companies proposing to amalgamate may enter into an agree- 
ment for the amalgamation prescribing its terms and conditions and the 
mode of carrying the amalgamation into effect. 


(3) The amalgamation agreement shall further set out 

(a) the name of the amalgamated company; 

(b) the objects of the amalgamated company; 

(c) the amount of its authorized capital, the division thereof inte shares 
and the rights, restrictions, conditions or limitations attaching to 
any class of shares; 

(d) the place within Canada at which the head office of the amal- 
gamated company is to be situated; 

(e) the names, callings and postal addresses of the first directors 
thereof; 

(f) when the subsequent directors are to be elected; 

(g) whether or not the by-laws of the amalgamated company are to 
be those of one of the amalgamating companies and, if not, a 
copy of the proposed by-laws; and 

(h) such other details as may be necessary to perfect the amalgamation 
and to provide for the subsequent management and working of the 
amalgamated company and the manner of converting the authorized 
and issued capital of each of the companies into that of the amal- 
gamated company as determined pursuant to paragraph (c) above. 


(4) The amalgamation agreement shall be submitted to the share- 
holders of each class of shares of each of the amalgamating companies at 
general meetings thereof called for the purpose of considering the agree- 
ment, and, if three-fourths of the votes of each class of shares cast at each 
meeting are in favour of the amalgamation agreement, the secretary of 
each of the amalgamating companies shall certify that fact upon the agree- 
ment under the corporate seal thereof; and thereafter the agreement shall 
be deemed to have been adopted by each of the amalgamating companies 
unless the amalgamation agreement is annulled in accordance with the 
procedure prescribed in this section. 


(5) Any shareholders holding at least ten per cent of the shares of any 
class of shares in an amalgamating company and whose dissent was re- 
corded at a meeting of any class of shareholders called to consider the 
amalgamation agreement may, within seven days of the final vote on the 
amalgamation agreement, apply to the chief justice or acting chief justice 
of the court of the province in which the head office of the company is 
situated, or to a judge of the court designated by either of them, for an 
order Pniene the amalgamation agreement. 


(6) The judge to whom an application under subsection (5) is made 
shall fix a time and place for consideration of the application, which time 
shall be within fifteen days of the making of such application; and notice 
thereof shall be given to each of the amalgamating companies, and to the 
Secretary of State, in such manner as the judge may direct. 


(7) The judge considering the application shall hear and determine 
the matter raised in the application and shall make an order annulling the 
amalgamation agreement or dismissing the application, and the order of 
the judge is final and not subject to appeal. 


(8) Where an order is made under subsection (7) annulling an 


amalgamation agreement, the amalgamation agreement is thereby an- 
nulled. 


(9) Where a reduction of capital may result from an amalgamation | 


agreement, sections 51 to 56 and section 57 apply, mutatis mutandis, 


as if the amalgamation agreement represented an application for — 


a ~ 
_ =e. ae 


BANKING AND COMMERCE 233 


supplementary letters patent confirming a by-law reducing the capital 
stock of the company... 


(10) The amalgamating companies shall, within six months of the 
date of the final vote on the amalgamation agreement, jointly file with 
the Secretary of State the amalgamation agreement together with a 
certificate from the secretary of each of the amalgamating companies 
establishing the percentage of those who voted in favour of the agree- 
ment and the percentage of dissentient shareholders, in respect of each 
class of shares. 


(11) Not less than eight days following the final vote on the amal- 
gamation agreements and upon receipt of evidence that no application 
was made under this section for the annulment of the amalgamation 
agreement or that, if such an application was made, it was dismissed, the 
Secretary of State may issue letters patent confirming the agreement; 
but the requirement of eight days’ delay may be dispensed with, if the 
amalgamation agreement has received the approval of more than ninety 
per cent of the votes of each class of shares cast at each meeting of the 
amalgamating companies. 


(12) Notice of the granting of letters patent pursuant to subsection 
(11) shall forthwith be given by the Secretary of State in the Canada 
Gazette. 


(13) Upon the issue of letters patent pursuant to subsection (11), 
the amalgamation agreement has full force and effect and” 

(a) the amalgamating companies are amalgamated and are continued 
as one company (in this section called the ‘amalgamated company’’) 
under the name and having the authorized capital and objects 
specified in the amalgamation agreement; and 

(b) the amalgamated company possesses all the property, assets, privi- 
leges and franchises, and is subject to all the contracts, liabilities, 
debts and obligations of each of the amalgamating companies. 


(14) All rights of creditors against the property, rights, assets, privi- 
leges and franchises of a company amalgamated under this section and 
all liens upon its property, rights, assets, privileges and franchises are 
unimpaired by the amalgamation, and all debts, contracts, liabilities and 
duties of the company thenceforth attach to the amalgamated company 
and may be enforced against it.” 


51. Page 39: Strike out clause 38. 


52. Page 39: Renumber clauses 39 to 42 as clauses 44 to 47, and insert 
the following as clause 43: 


“43. The said Act is further amended by adding thereto, immediately 
after section 140, the following section: 

‘140A. (1) Notwithstanding any other provisions in this Act where a 
company ; 
(a) fails for two or more consecutive years to hold an annual meeting 

of its shareholders, 

(b) fails to comply with the requirements of sections 121E or 121F, or 
(c) defaults in complying for six months or more with any requirement 
of section 125. h tthe 
the company is liable to be wound up and dissolved under the Winding-up 
Act upon the application of the Attorney General of Canada to a court 
of competent jurisdiction for an order that the company be wound up 
under that Act, which application may be made upon receipt by the 
Attorney General of Canada of a certificate of the Secretary of State 
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setting forth his opinion - that any of the cineumetances described in 

paragraphs (a) to (c) apply to that company. f ae 
| (2) In any application to the court under subsection rey rhe cone 
shall determine whether the costs of the winding up shall be borne le 
the company or personally by any or all of the directors of the company ~ 
who were knowingly responsible for the company’s failure or default q 


as described in subsection (1).’” 


53. Page 40: Strike out lines 32 and 33 and substitute therefor the fol- i. 
lowing: i 


“(e) Sections 110, 111, and 113 to 115, sections 122 to 125A, and sections — 
129 to 142.7” 


54. Pages 41: Strike out “, and 125A” and substitute therefor ‘‘, 125A and q 
140A”. i 


55. Pages 41 and 42: Renumber clauses 43 to 45 as clauses 50 to 52 and ~ 
insert the following as clauses 48 and 49: 


“48. Subsection (1) of section 149 of the said Act is repealed, and a 
the following substituted therefor: ae 


‘(1) Sections 66 to 82, sections 96 and 97, section 100 and sections 
112 to 125, of Part I apply to companies to which this Part applies, — 
except those loan companies and trust companies to which this — 
Part continues to apply’. 


49. Section 153 of the said Act is repealed and the following sub- q 
stituted therefor: a 


‘153. The affairs of the company shall be managed by a board 4 
of not less than three directors.’ ” e 


56. Page 42: Strike out lines 15 to 19, both inclusive, and substitute therefor " 
the following: aM 


“(5) The provisions set out in paragraph (b) of subsection (3) of — 
section 22 apply in respect of any body corporate provided with a French if 
or English form of its corporate name pursuant to this section. 4 

(6) This section does not apply to a company incorporated under — 
any of the Acts mentioned in paragraphs (b), (c) or (d) of subsection — 


(1) of section 5 or to a company carrying on a business described in : 
paragraph (a) of subsection (1) of that section.” ' 


a 
» : 


At 9.50 p.m. the Committee adjourned until Wednesday next, November — 
25th at 9.30 a.m. a 


Attest: | oe 


F, A. Jackson, 
Clerk of the Committee. 
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REPORT OF THE COMMITTEE 


TUESDAY, November 24, 1964 


The Standing Committee on Banking and Commerce to which was referred 
back the Report on the Bill S-22, intituled: “An Act to amend the Companies 
Act”, has in obedience to the order of reference of November 24, 1964, 
further examined the said Bill and now reports the same with the following 


amendments: 


1. Page 1: Clause 3 is amended by adding thereto after sub-clause (2) the 
following: 


“(3) Section 3 of the said Act is further amended by inserting im- 

mediately after paragraph (i) thereof the following: 

‘(ia) “officer” means president, chairman of the board of directors, 

vice-president, secretary, assistant secretary, treasurer, assistant 

treasurer, or any other person designated an officer by by-law or 

by a resolution of the directors.’ . 

(4) Paragraph (n) of section 3 of the said Act is repealed and the 

following substituted therefor: 

“(n) “shareholder” means every subscriber for or holder of a share 
in the capital stock of the company and includes the personal 
representatives of a deceased shareholder and every person 
who agrees with the company to become a shareholder;” 


2. Page 2: Strike out subclause (2) of clause 5 and substitute therefor the ; 


following: 


“(2) Subsection (3) of section 5 of the said Act is repealed and the 
following substituted therefor: 


‘(3) Nothing in this Part shall be construed to authorize the 
company to issue any promissory note intended +o be circu- 
lated as money or as the note of a bank or to engage in the 
business of banking or insurance.’ ”’ 


“(3) Subsection (4) of section 5 of the said Act is repealed and the 
following substituted therefor: 
‘(4) Where a company 
(a) carries on a business that is not within the scope of the objects 
set forth in its letters patent or supplementary letters patent, 
(6) exercises or professes to exercise any powers that are not 
truly ancillary or reasonably incidental to the objects set forth 
in its letters patent or supplementary letters patent, 
(c) exercises or professes to exercise any powers expressly excluded 
by its letters patent or supplementary letters patent, 
the company is liable to be wound up and dissolved under the 
Winding-up Act upon the application of the Attorney General of 
Canada to a court of competent jurisdiction for an order that the 
company be wound up under that Act, which application may be 
made upon receipt by the Attorney General of Canada of a certificate 
of the Secretary of State setting forth his opinion that any of the 
circumstances described in paragraphs (a) to (c) apply to that 
company. 
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(5) In any application to the court under subsection (4) the 
court shall determine whether the costs of the winding up shall 
be borne by the company or personally by any or all of the directors 
of the company who participated or acquiesced in the carrying on 
of any business or the exercise or the professing of the exercise of 
any powers as described in subsection (4). ” 


3. Page 6, line 6: Immediately after “may” insert ‘“, with the consent of 
such applicants or their authorized representative or agent,’. 


4. Page 6: Strike out clause 8 and-substitute therefor the following: 


“8. Sections 9 and 10 of the said Act are repealed and the following 
substituted therefor: 

‘9. Notice of the granting of letters patent or supplementary 
letters patent shall be forthwith given by the Secretary of State 
by one insertion in the Canada Gazette. 

10. (1) When the letters patent or supplementary letters patent 
contain any misnomer, misdescription, clerical error or other defect, 
the Secretary of State may direct the letters patent or supplementary 
letters patent to be corrected. 

(2) Notice of the correction of the letters patent or supple- 
mentary letters patent shall be forthwith given by the Secretary of 
State in the Canada Gazette if the correction made causes them to 
depart materially from the text of the original notice given pursuant 
to section 9;’” ; 


0. Page 6: Strike out lines 30 to 36, both inclusive, and substitute therefor — 
the following: 


“limitation attaching to any class of shares. 


(1A) The letters patent or supplementary letters patent may provide 
for the issuing of preferred shares with par value subject to redemption 
or purchase for cancellation out of capital if the price at which such 
redemption or purchase for cancellation takes place is not more than 
the par value of the shares plus a premium or not more than twenty 
per cent of such par value; but no such redemption or purchase for 
cancellation shall take place where the company is insolvent or when 
such redemption or purchase for cancellation would render the com- 
pany insolvent. 

(1b) If any class of shares has attached”’. 


6. Page 7: Strike out lines 5 and 6 and substitute therefor the following: 


“(2) Subsections (6) and (7) of section 12 of the said Act are 
repealed and the following substituted therefor: 


‘(6) All or any part of the authorized capital of a company, 
except shares having priority as to capital or being subject to re- 
demption or purchase for cancellation, may consist of shares without 
nominal or par value.’ ”’ 


7. Page 8: Strike out clause 11 and substitute therefor the following: 


“11. The said Act is further amended by adding, immediately after 
section 12 thereof the following: 


‘12A. (1) In this section, “mutual fund share” means a par- 
ticipating interest in a fund administered by a company, with condi- 
tions attaching to the said interest which include a condition provid- 
ing for the acceptance for surrender thereof by the company on 
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the demand of the holder at a price determined and payable in 
accordance with such conditions: and, in relation to mutual fund 
shares, the words “redemption or purchase for cancellation” in any 
letters patent or supplementary letters patent shall be deemed to 
mean acceptance for surrender. 

(2) If the only undertaking of the company consists in the 
administration of such a fund, the letters patent or supplementary 
letters patent may provide for the issuing of mutual fund shares, 
and for the conditions governing the acceptance for surrender by 
the company, on the demand of the holder thereof, of such mutual 
fund shares, or fractions or parts thereof, that are fully paid, at 
prices determined and payable in accordance with the conditions 
set out in such letters patent or supplementary letters patent. 

(3) Any mutual fund shares, or fractions or parts thereof, sur- 
rendered to the company pursuant to the conditions attached thereto 
shall be deemed to be no longer outstanding and shall not be re- 
issued by the company.’ ”’ 


8. Page 10, line 14: Immediately after “section” insert “or on the date on 
which it became a subsidiary’. 


9. Page 10, line 44: Immediately before “capital” insert “authorized”. 


10. Pages 11 to 14: Renumber clauses 15 to 19 as clauses 16 to 20 and in- 
_ sert the following as clause 15: 


“15. Subsection (3) of section 21 of the said Act is repealed and the 
folowing substituted therefor: 

‘(3) No by-law for the said purpose is valid or shall be acted 
upon until it is sanctioned by at least two-thirds of the votes cast 
at a special general meeting of the shareholders duly called for 
considering the by-law. 

(4) A copy of the by-law certified under the seal of the com- 
pany shall be forthwith filed with the Secretary of State and pub- 
lished in the Canada Gazette.’ ”’ 


11. Page 12, line 11: Immediately after “name” insert “or shall have two 
- seals, each of which shall be equally valid, one showing the French and the 
_ other the English form of its name”. 


12. Page 12: Strike out lines 25 to 29, both inclusive, and substitute there- 


“(a) that the company has no assets and that, if it had any assets 
immediately prior to the application for leave to surrender its 


holders or members, and either,”’. 


13. Page 13: Strike out lines 25 to 31, both inclusive, and substitute there- 

- for the following: 

: (4) Where a company has more than one class of shares 

4 (a) the preferences, rights, cofiditions, restrictions, limitations or 

. prohibitions attaching to any class of shares shall be stated in 

4 legible characters 

| (i) on every share certificate representing that class of 
shares, or 

(ii) by a writing permanently attached to the share certifi- 

cate; or 
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(b) there shall be inscribed on each such share certificate, in legible 
characters, a statement that there are preferences, rights, con- 
ditions, restrictions, limitations or prohibitions attached to such 
class of shares, and that the full text thereof is obtainable on 
demand, and without fee, from the secretary of the company. 

(5) Where a statement referred to in paragraph (b) of subsection 

(1) is inscribed on the share certificate, the secretary of the company 
shall furnish, without fee, to the shareholder on demand the full text of 
any preferences, rights, conditions, restrictions, limitations or prohibitions 
attached to such class of shares.” 


14. Page 14, line 25:Immediately after ‘‘affected:” add “or’’. 


15. 


officer 


16. 


the fol 


Li; 
18. 
19. 


20. 
the following: 


Page 15, line 9: Strike out “auditor” and substitute therefor “‘authorized 
of the company”. 


Pages 14 to 18: Renumber clauses 20 to 30 as clauses 22 to 32, and insert 
lowing as clause 21: 


‘21. Section 49 of the said Act is amended by adding the following 
as subsection (3): 

‘(3) Notwithstanding anything contained in this section, where 
pursuant to subsection (1) of section 12 preferred shares are issued 
providing for redemption or purchase for cancellation out of capital, — 
and such shares are so redeemed or purchased for cancellation, then, — 
upon the filing of notice thereof with the Secretary of State pursuant 
to section 62, they are thereupon cancelled, and the authorized and 
the issued capital of the company shall be thereby decreased.’ ” 


Page 16: Strike out lines 15 to 19, both inclusive. 
Page 16, line 20: Strike out ‘(4)” and substitute therefor ‘“(3)’’. 
Page 16, line 24: Strike out “(5)” and substitute therefor “(4)’’. 


Page 16: Strike out lines 30 to 39, both inclusive, and substitute therefor 


“28(1) Section 62 of the said Act is repealed and the following sub- 
stituted therefor: 

‘62. When any class of shares is created or becomes subject to 
redemption or purchase for cancellation or conversion into any 
other class, and such redemption or purchase for cancellation or con- 
version is effected in any month, notice thereof, setting forth the 
number of shares of the class redeemed or purchase for cancella- 
tion or converted and the number of shares and the class into which ~ 
conversion is made in that month, and also setting forth whether 
and the extent to which any such redemption or purchase for can- 
cellation was made out of capital, shall be filed with the Secretary 
of State before the end of the following month.’ 


(2) The said Act is further amended by adding thereto, immediately 
after section 62 thereof, the following section: 

“62A. When a company has issued any class of mutual fund ’ 
shares within the meaning of section 12A, the company shall ~ 
each month file with the Department of the Secretary of State a ? 
statement giving the number of each class of such mutual fund | 
shares which have been accepted for surrender during the preceding — 
month.” 
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21. Page 71: Strike out lines 9 to 17, both inclusive, and substitute therefor 


the following: 


“76A. (1) Where a company makes an offer to the public of its 
securities in any province or any foreign country wherein it is a general 
requirement of law that a prospectus or a document of a similar nature 
be filed with a public authority thereof before an offer of securities may 
lawfully be made to the public, whether or not the particular offer to 
the public of the securities of the company in that province or country 
may by the laws thereof be made without the filing of a prospectus or 
document of a similar nature, the company need not comply with the 
provisions of sections 74, 75, 77 and sections 70 to 82 with respect to 
such offering and, subject to subsection (4), those sections do not apply 
thereto.”’ 


22. Page 17 line 26: Immediately after “authority”, insert the following: 


“or by an officer of the company, together with a statement of the date 
and place of filing,’’. 


23. Page 18: Renumber clause 31 as clause 34 and insert the following as 
clause 33: 


“22. Subsection (3) of section 83 of the said Act is repealed and the 
following substituted therefor: 


‘(3) For the amount of any dividend that the directors may 
lawfully declare payable in money they may issue therefor shares 
of the company as fully paid up, or they may credit the amount of 
such dividend on the shares of the company already issued but not 
fully paid up, and the liability of the holders of such shares thereon 
shall be reduced by the amount of such dividend.’ ” 


24. Page 18: Renumber clauses 32 to 37 as clauses 37 to 42 and insert the 
following as clauses 35 and 36: 


“35. Section 86 of the said Act is amended by adding thereto the 
following as subsection (5): 

‘(5) Notwithstanding subsection (1), a person may become a 
director of a company if he becomes a shareholder within ten days 
after his election or appointment as a director, but if he fails to 
become a shareholder within such ten days, he thereupon ceases to 
be a director and shall not be re-elected or re-appointed unless he 
is a shareholder of the company.’ 

36. Subsection (3) of section 87 of the said Act is repealed and the 
following substituted therefor: 

*(3) A copy of the by-law certified under the seal of the com- 

pany shall be forthwith filed with the Secretary of State, and such 

copy shall be open for inspection, without fee, during normal office 

hoursy? 


25. Page 18, lines 31 and 32: Strike out “within thirty days of any such 


purchase or sale’”’ and substitute therefor ‘‘before the end of the month follow- 
ing that in which such purchase or sale togk place’. 


26. Page 18, line 39: Immediately after “hours.” add the following: 


“The secretary of the company shall also, within thirty days of its 
receipt by him, furnish to the Secretary of State a copy of each such 
statement, and the Secretary of State shall make such statements avail- 
able for inspection by any shareholder of the company at any time during 
usual office hours.” 
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27. Page 18, line 40: Strike out “present” and substitute therefor ‘‘disclose’’. 


28. Page 19, line 6: Strike out “make” and substitute therefor “furnish to 


the secretary of the company”’. 


29. Page 19: Strike out line 35 and substitute therefor the following: 
‘by proxy whether or not such proxy is himself a shareholder’. 


30. Page 19: Strike out lines 40 to 45, both inclusive, and substitute there- 
for: 
“115. (1) Every company shall cause to be kept proper accounting 


records with respect to all financial and other transactions of the com- 


pany, and, without limiting the generality of the foregoing, shall cause 
records to be kept of”. 


31. Page 20: Strike out lines 8 to 45, both inclusive, and substitute therefor: 


“(2) The accounting records shall be kept at the head office of the 
company or at such other place in Canada as the directors think fit, and 
shall at all times be open to inspection by the directors. 


(3) In case the operating accounts of the company are kept at some 
place outside Canada, there shall be kept at the head office of the com- 
pany such comprehensive records as shall enable the directors to ascer- 
tain with reasonable accuracy the financial position of the company at 
the end of each three months’ period.” 


32. Page 21: Immediately after line 27, add the following: 


“(4) Each year, with the consent in writing of all shareholders, a 
private company that is not a subsidiary of a public company or a com- 
pany incorporated otherwise than by or under an Act of the Parliament 
of Canada may dispense with the requirements of sections 117 to 121A, 
in respect of any particular financial statement specified in the consent, 
but the financial statement shall be drawn up so as to present fairly the 
results of the operation of the company for the period covered by the 
statement.”’ 


33. Page 21, line 37: Immediately after “situated,” insert “or a judge of 


such court designated by either of them,”. 


34. Page 22: Strike out lines 13 to 15, both inclusive, and substitute 


therefor: 


“(g) the provision made for depreciation and obsolescence, and 
separately for depletion:”’. 


35. Page 22, line 29: Strike out “, contributions to pension funds’’. 
36. Page 24, line 15: Immediately after “nature” insert “and cost”. 


37. Page 24: Strike out line 21 and substitute therefor: 


“those of the company, stating the cost and basis of”. 
38. Page 24, line 30: Strike out “1963” and substitute “1960”. 
39. Page 24: Strike out lines 40 and 41 and substitute therefor: 


“respect of depreciation and obsolescence, and separately in respect 
of depletion’’. 


40. Page 25, line 10: Strike out “1963” and substitute “1960”. 


41. Page 26, line 31: Immediately before “affects” insert “materially”. 
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42. Page 32: Strike out lines 16 to 18, both inclusive, and substitute there- 
for: : 


“subsection (1) that have most recently been made available to the 
shareholders prior to such demand.” 


43. Page 32, line 33: Strike out the period and add: 


“, or by a judge of the said court designated by either of them.” 


44. Page 35, line 5: Immediately after “receive” insert “ unless waived by 
such auditor,”’. 


45. Page 35: Strike out lines 8 and 9 and substitute therefor: 


“(6) A company, upon receipt, not less than seven days before a 
meeting of shareholders, of a written’’. 


46. Page 35, line 28: Immediately after “which” insert “and the place 
where’’. 


47. Page 35, line 39: Strike out “and by the auditor”. 
48. Page 36, line 31: Strike out “ordinary” and substitute “registered”. 


49. Page 37: Strike out lines 4 to 9, both inclusive, and substitute therefor: 


“125A. (1) The Secretary of State may at any time by notice require 
any private company to make a return upon any subject that a public 
company has to report to its shareholders pursuant to sections 115 to 122. 

(2) Documents filed with the Secretary of State pursuant to this 
section shall not be open for public inspection except upon the written 
direction of the Secretary of State given upon the recommendation of 
the chief justice or acting chief justice of the court of the province 
in which the head office of the company concerned is situated, or by a 
judge of the said court designated by either of them.” 


50. Page 37: Strike out clause 37 (renumbered as clause 42) and substitute 
therefor the following: 


“42. The said Act is further amended by adding thereto, immediately 
after section 128 thereof, the following heading and sections: 


AMALGAMATION 


128A. (1) Any two or more companies incorporated under this Act, 
including holding and subsidiary companies, may amalgamate and con- 
tinue as one company. 

(2) Companies proposing to amalgamate may enter into an agree- 
ment for the amalgamation prescribing its terms and conditions and the 
mode of carrying the amalgamation into effect. 

(3) The amalgamation agreement shall further set out 
(a) the name of the amalgamated company; 

(6) the objects of the amalgamated company; 

(c) the amount of its authorized capital, the division thereof into shares 
and the rights, restrictions, conditions or limitations attaching to 
any class of shares; 

(d) the place within Canada at which the head office of the amalgam- 
ated company is to be situated; 

(e) the names, callings and postal addresses of the first directors thereof; 

(f) when the subsequent directors are to be elected; 
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(g) whether or not the by-laws of the amalgamated company are to be © 
those of one of the amalgamating companies and, if not, a copy of the © 
proposed by-laws; and is 

(h) such other details as may be necessary to perfect the amalgamation — 
and to provide for the subsequent management and working of the 
amalgamated company and the manner of converting the authorized © 
and issued capital of each of the companies into that of the amal- — 
gamated company as determined pursuant to paragraph (c) above. © 
(4) The amalgamation agreement shall be submitted to the share- — 

holders of each class of shares of each of the amalgamating companies at 

general meetings thereof called for the purpose of considering the agree- 
ment, and, if three-fourths of the votes of each class of shares cast at 
each meeting are in favour of the amalgamation agreement, the secretary _ 
of each of the amalgamating companies shall certify that fact upon the 
agreement under the corporate seal thereof; and thereafter the agreement 
shall be deemed to have been adopted by each of the amalgamating com- 
panies unless the amalgamation agreement is annulled in accordance 
with the procedure prescribed in this section. 


(5) Any shareholders holding at least ten per cent of the shares of : 
any class of shares in an amalgamating company and whose dissent was 
recorded at a meeting of any class of shareholders called to consider the 
amalgamation agreement may, within seven days of the final vote on the 
amalgamation agreement, apply to the chief justice or acting chief justice 
of the court of the province in which the head office of the company is 
situated, or to a judge of the court designated by either of them, for an 
order annulling the amalgamation agreement. 


(6) The judge to whom an application under subsection (5) is made 
shall fix a time and place for consideration of the application, which time 
shall be within fifteen days of the making of such application; and notice a 
thereof shall be given to each of the amalgamating companies, and to the a 
Secretary of State, in such manner as the judge may direct. 3 

(7) The judge considering the application shall hear and determine : 
the matter raised in the application and shall make an order annulling ~ 
the amalgamation agreement or dismissing the application, and the order — 
of the judge is final and not subject to appeal. 

(8) Where an order is made under subsection (7) annulling an 
amalgamation agreement, the amalgamation agreement is thereby an- © 
nulled. | | 

(9) Where a reduction of capital may result from an amalgamation 
agreement, sections 51 to 56 and section 57 apply, mutatis mutandis, ~ 
as if the amalagamation agreement represented an application for supple- — 
mentary letters patent confirming a by-law reducing the capital stock — 
of the company. (ie 


(10) The amalgamating companies shall, within six months of the ~ 
date of the final vote on the amalgamation agreement, jointly file with © 
the Secretary of State the amalgamation agreement together with a — 
certificate from the secretary of each of the amalgamating companies — 
establishing the percentage of those who voted in favour of the agree- 
ment and the percentage of dissentient shareholders, in respect of each ~ 
class of shares. a 


( 11) Not less than eight days following the final vote on the amal- _ 
gamation agreements and upon receipt of evidence that no application — 
was made under this section for the annulment of the amalgamation — 
agreement or that, if such an application was made, it was dismissed, the ~ 
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but the requirement of eight days’ delay may be dispensed with, if the 


amalgamation agreement has received the approval of more than ninety 
per cent of the votes of each class of shares cast at each meeting of the 
amalgamating companies. 


(12) Notice of the granting of letters patent pursuant to subsection 
(11) shall forthwith be given the Secretary of State in the ase te 
Gazette. 

(13) Upon the issue of letters patent pursuant to subsection (11), — 
the amalgamation agreement has full force and effect and” | 
(a) the amalgamating companies are amalgamated and are continued 

as one company (in this section called the “amalgamated company’’) 

under the name and having the authorized capital and objects 
specified in the amalgamation agreement; and 

(b) the amalgamated company possesses all the property, assets, privi- 
leges and franchises, and is subject to all the contracts, liabilities, 
debts and obligations of each of the amalgamating companies. 

(14) All rights of creditors against the property, rights, assets, privi- 
leges and franchises of a company amalgamated under this section and 
all liens upon its property, rights, assets, privileges and franchises are 
unimpaired by the amalgamation, and all debts, contracts, liabilities and 
duties of the company thenceforth attach to the amalgamated company 
and may be enforced against it.” 


51. Page 39: Strike out clause 38. 


52. Page 39: Renumber clauses 39 to 42 as clauses 44 to 47, and insert 


Y. the following as clause 43: 


“43. The said Act is further amended by adding thereto, immedi- 
ately after section 140, the following section: 

‘140A. (1) Notwithstanding any other provisions in this Act where a 
company 
(a) fails for two or more consecutive years to hold an annual meeting 

of its shareholders, 
(b) fails to comply with the requirements of section 121E or 121F, or 
(c) defaults in complying for six months or more with any requirement 

of section 125, 
the company is liable to be wound up and dissolved under the Winding- 
up Act upon the application of the Attorney General of Canada to a 
court of competent jurisdiction for an order that the company be wound 
up under that Act, which application may be made upon receipt by the 
Attorney General of Canade of a certificate of the Secretary of State 
setting forth his opinion that any of the circumstances described in 
paragraphs (a) to (c) apply to that company. 

(2) In any application to the court under subsection (1) the court | 
shall determine whether the costs of the winding up shall be borne by 
the company or personally by any or“all of the directors of the company 
who were knowingly responsible for the company’s failure or default 
as described in subsection (1)’.” 


53. Page 40: Strike out lines 32 and 33 and substitute therefor the fol- 


“(e) Sections 110, 111, and 113 to 115, sections 122 to 125A, and sec- 
tions 129 to 142.” 
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54. Page 41: Strike out “, and 125A” and substitute therefor “‘, 125A and 
140A”. 


55. Pages 41 and 42: Renumber clauses 43 to 45 as clauses 50 to 52 and 
insert the following as clauses 48 and 49: 


“48. Subsection (1) of section 149 of the said Act is repealed, and 
the following substituted therefor: 


‘(1) Sections 66 to 82, sections 96 and 97, section 100 and sec- 
tions 112 to 125, of Part I apply to companies to which this Part 
applies, except those loan companies and trust companies to which 
this Part continues to apply’. 


49. Section 153 of the said Act is repealed and the following sub- 
stituted therefor: 
‘153. The affairs of the company shall be managed by a board 
of not less than three directors.’ ” 


56. Page 42: Strike out lines 15 to 19, both inclusive, and substitute there- 
for the following: 


““(5) The provisions set out in paragraph (b) of subsection (3) of 
section 22 apply in respect of any body corporate provided with a 
French or English form of its corporate name pursuant to this section. 

(6) This section does not apply to a company incorporated under 
any of the Acts mentioned in paragraph (b), (c) or (d) of subsection 
(1) of section 5 or to a company carrying on a business described in 
paragraph (a) of subsection (1) of that section.” 


All which is respectfully submitted. 


Salter A. Hayden, 
Chairman. 


THE SENATE 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 


EVIDENCE 


OTTAWA, Tuesday, November 24, 1964. 


The Standing Committee on Banking and Commerce, to which was refer- 
red Bill S-22, to amend the Companies Act, met this day to give further con- 
sideration to the bill. 


Senator Salter A. Hayden (Chairman) in the Chair. 


The CHAIRMAN: Honourable senators, I call the meeting to order. Our 
primary purpose here tonight is to have another look at section 1288, which 
we included in the amendments that we considered to this bill. 


The bill itself provided for amalgamation procedures in relation to two 
or more federal companies, in view of representations made when we heard 
witnesses, and also in view of what occurred in general discussion in com- 
mittee. 


I should say that subsequently when the subcommittee was sitting, in its 
view it thougnt this was a time when perhaps we could give a little leadership 
in trying to promote some formula for amalgamation between one or more 
federal companies and one or more provincial companies. We did evolve a 
procedure. Frankly, I cannot say at this stage that I am satisfied that there 
is not a grey area there. We have given leadership now, because this has 
become a public matter, and even our report is a public document. Even this 
recommendation was discussed by the Canadian Tax Foundation as late as 
yesterday as a means to find a way out of this situation. 


I do not profess to be a constitutional lawyer, and with Senator Roebuck 
present I am more hesitant than ever. 

Senator RoEBUcK: Thank you for the compliment. 

The CHAIRMAN: For provincial companies you have the authority, in 
relation to companies, under an enumerated head in section 92, whereas for 
the federal authority it is under the general peace and order provisions. The 
correlation between the responsibilities and rights we gave to the federal 
authority in this amendment, and to the provincial authority, may have the 
effect of creating an area where there is doubt. 

What concerned me sufficiently to bring this back to committee is that 
I feel that this bill, with its updating of the provisions of the Companies Act, 
which came in in 1934, is too good a bill to become lost in an area of rather 
extensive constitutional discussion. Perhaps some of the constitutional dis- 
cussion, if you are going to be very particular, would not be entitled to the 
description “constitutional,” yet the real purpose in the point of this bill, when 
it gets over to the Commons, might get lost in this question, and it might be 
said that we are attempting to legislate on rights which the provinces enjoy. 

Our thought in mind, in working this out, was that we might be able to 
evolve a formula where you have a provincial and a federal company, and 
on each side the federal authority has the right to grant what I call an 
“exeat,’—that is, you may go out from my jurisdiction—or a right to receive. 
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Then the province, in the same theory, would have the right to grant an exeat 
and say, “You may go, and be gone for ever,’ or “We will receive anything 
sent to us.” 

We thought that was the basic principle, and the drafting was prepared 
on that basis. However, there is an area that may provoke some discussion. 
Somebody had to give leadership, and I think we have done so; but I do 
not feel so strongly about it, having given that leadership, that I would now 
say, “Well, as far as I am concerned, the bill must go forward with that 
provision in it.” I think we have sounded the alarm and provoked the interest 
of enough people that somehow, somewhere, this will be resolved. However, 
I do not regard it as being our major duty, since it was not in the bill when 
it came to us, that we should impose that at this time. That is my personal 
feeling, and I want to consult the committee on that. 


Secondly, having got you all assembled to go over the report, while the 
drafting in some of the sections—and I conferred with others, for example, 
with Mr. Ryan of the Department of Justice—is without change in substance, 
some of the drafting in a few of the sections could be improved. I felt that it 
would be better to make the improvements while you are here, rather than to 
have them discoverable later, and ultimately to have the bill sent back to us. 
I think it would be as well to do that before presenting the bill. 


The meeting is now open to deal with section 128s. 
Senator BOUFFARD: May we have a reading of the new section? 


The CHAIRMAN: Yes. It is very long, but I do not mind reading it. 


1288. (1) A company incorporated under this Act, including a hold- 
ing or subsidiary company, may amalgamate with any other company 
(in this section hereinafter referred to as “the provincial company’”’) 
having the same or similar objects and incorporated under the provi- 
sions of any general Act (in this section hereinafter referred to as “the 
provincial Act’) relating to corporations or companies, heretofore or 
hereafter enacted by the legislature of a province, under which provin- 
cial Act such an amalgamation may be authorized; and, if the conditions 
hereinafter set forth are complied with, such companies may thereafter 
continue as one company. 


(2) The Companies proposing to amalgamate may enter into an 
amalgamation agreement as hereinafter provided, and in so doing shall 
comply with the provisions of subsections (2) to (10), both inclusive, of 
section 128a. 


Those are the provisions as to what shall be in the amalgamation agree- 
ment, as to objects, directors, and so forth. 
In addition, the amalgamation agreement shall stipulate whether 
the amalgamated company is to continue under this Act or under the 
provincial Act. 


(3) The provincial company shall provide the Secretary of State | 
with a certificate signed by the Lieutenant-Governor, Provincial Treas- ‘ 
urer or such other body or person as may be authorized to confirm the ~ 
amalgamation agreement under the provincial Act, to the effect that all 
of the requirements of the said Act have been satisfied, and that he is 
prepared to confirm the amalgamation agreement, by letters patent or 
otherwise, as provided for by the said Act. 


(4) The Secretary of State may, if he is satisfied that the foregoing j 
provisions have been complied with, issue letters patent confirming the! | 
amalgamation agreement. 
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6) Upon the issue of the said letters patent by the Racecar of 
State and subsequent confirmation by the body or person authorized by 
the provincial Act to confirm the amalgamation agreement 

(a) the amalgamation agreement shall have full force and effect; 

(b) the amalgamating companies are amalgamated and continued as 
one company (in this section called “the amalgamated company’’) 
under the name and having the authorized capital and objects speci- 
fied in the amalgamation agreement; 

(c) the amalgamated company shall possess all the property, assets, 
privileges and franchises, and be subject to all the contracts, liabili- 
ties, debts and obligations of each of the amalgamating companies; 
and 

(d) the amalgamated company shall be deemed to be a company incor- 
porated under this Act, and, subject to the amalgamation agree- 
ment, shall have all the powers, privileges and immunities conferred 
by and be subject to all the limitations, liabilities and provisions of 
this Act: 

Provided that, if the amalgamation agreement stipulates that 
the amalgamated company is to continue as a provincial company, 
it shall be deemed to be a company incorporated under the provin- 
cial Act, and, subject to the amalgamation agreement, shall have 
all the powers, privileges and immunities conferred by, and be 
subject to all the limitations, liabilities and provisions of the pro- 
vineial Act. 

(6) All rights of creditors against the property, rights, assets, priv- 
ileges and franchises of a company amalgamated under this section and 
all liens upon its property, rights, assets, privileges and franchises are 
unimpaired by the amalgamation, and all debts, contracts, liabilities and 
duties of the company thenceforth attach to the amalgamated company 
and may be enforced against it. 


Those are the provisions. You can see that it is getting away out in front 
of things, because there is no matching or reciprocal provincial legislation 
at this time. 


Senator THORVALDSON: I should like one point to be clarified, Mr. Chairman. 
I take it that none of these provisions were in the original bill, but were added 
by the subcommittee or developed by it? 


The CHAIRMAN: It is true that section 128B incorporates some of the 
provisions in the bill, relating only to the amalgamation of two or more federal 
companies; but these other provisions are the result of drafting that was done 
in the subcommittee, and we had the benefit of our Law Clerk and Mr. Lesage. 
But now the problem arises as to whether we should— 


Senator BouFFraRD: What if two companies are authorized by the different 
authorities; the federal company by the federal Government and the Pi Ova 
company by the provincial Government? 


The CHAIRMAN: Outside this provision I would think the federal and 
provincial companies could enter into an amalgamation if they had certain 
agreements. If they wished to continue as a federal company, the amalgamation 
agreement would provide for the incorporation of a federal company and for 
the winding up and the handing in of the charter of the provincial company. 
We were trying to find a shortcut to cover the situation of a true amalgamation 
rather than a merger. We realize there are some constitutional aspects. 


Senator LANG: What are the constitutional aspects? How does this section 
impinge upon the powers under section 191? 
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The CHAIRMAN: I will ask Mr. Ryan to answer that question. He is from 
the Department of Justice and we have been consulting with him. 


Mr. J. W. Ryan, Legislation Section, Department of Justice: The first difficulty 
with section 128B is that it deals directly with provincial companies. It men- 
tions them specifically and purports to effect certain provisions when an 
agreement has been entered into. 

As you know, under section 92 of the B.N.A. Act the incorporation of 
companies with provincial objects is exclusively under the authority of a 
provincial legislature. The federal authority for incorporating companies is 
not generally mentioned. There is mention of the incorporation of banks, but 
the authority of Parliament falls back on the peace, order and good govern- 
ment clauses and the implied exception that must be made to section 92 
when the objects of the company are other than provincial objects. The 
difficulty here is that section 128B can be said to relate to a provincial com- 
pany, that is a company that looks entirely to a province for its entity. It 
will then authorize certain alterations in the structure. It presupposes—and 
this may be merely a drafting matter—that a provincial and federal company 
may have the same objects. Now, under the strict wording of the B.N.A. Act 
they cannot have the same objects. If they have provincial objects they will 
come under provincial jurisdiction, and if they have other objects presumably 
they are subject to federal jurisdiction. 


The CHarirMan: The language is “the same or similar.” 


Mr. Ryan: That may be, but I do think that it means of necessity the 
“same objects” here. 


Senator McCutcHEeon: Anybody who has read letters patent will realize 
it is a matter more honoured in the breach than in the observance. 


Mr. Ryan: There is no jurisprudence to assist directly on the point. There 
is argument on both sides. I am just putting up the one side now for your 
consideration. 

There is also the matter of the provincial corporation that this must 
affect, because an amalgamation agreement is no good unless there are two 
or more, and one of these is so totally the creature of a provincial jurisdiction 
that it cannot be like a natural person which goes from one place to the 
other. The provincial company goes everywhere with the capacity and entity 
it starts out with, and the federal authority has little or no jurisdiction over 
companies with provincial objects unless it is legislating in relation to a 
matter by which it can directly affect such companies. 


Senator PouLtiot: Mr. Ryan, don’t you think it would be a good thing 
to refer the matter to the Supreme Court for an opinion? I know it takes 
a long time. I have seen cases like this before, but it seems to me that it would 
be a very easy way of clearing the matter. 


The CHairMAN: Senator Pouliot, as you know some references take a 
Jong time to get under way. 


Senator RorBuck: If it were a mere matter of drafting we would not, of 
course, refer it to the Supreme Court. It is something we must do ourselves. 
I have not studied this very thoroughly, and my familiarity with it comes from 
listening to its being read here. Normally this is something to which I would 
like to give a little longer study. However there are two or three points which 
came to my mind as you read. 

The first one was that under certain circumstances the new or amalgamated 
company shall continue under the provincial act. That is legislating in the 
provincial field directly and expressly. I don’t think we have any power to say 
anything of that kind. 
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The next point is that the debts of each—that is the provincial debts of 
the provincial company—shall be a liability to the Dominion or the amalgamated 
company and vice versa. It seems to me that once again we are legislating 
under civil rights in making that a liability of a provincial company, under 
one meaning of the alternative. 


The CHAIRMAN: With regard to the aspect of debts, drafting could take 
care of that. The agreement itself, without giving legislative sanction to that, 
could provide for the assumption of the debts by the amalgamated company. 


Senator ROEBUCK: Yes, but we are giving sanction to legislation involving 
civil rights. Not only the debts but also the assets are transferred to the 
provincial company, and this to me looks very much like dabbling in civil 
rights. 

Now, those are just two points that came to my mind as you read, and 
I think there are probably some others that I would note if I had an opportunity 
for a more careful study. 


The CHAIRMAN: With an amalgamation agreement the concept is something 
entirely different from a merger. In an amalgamation agreement you take two 
companies or more and set them down one under the other and press down 
and out of that you produce an amalgamation which has all the characteristics 
of everything that went into it. In the strict sense you don’t have a transfer. 


Senator RorBucK: Why don’t we confine ourselves to that rather than to 
what we are doing? 


The CHAIRMAN: Having taken one step in regard to amalgamation—and 
everybody is talking about this question of amalgamation—it may be that once 
we have started and put something on paper, we may be able in a federal 
statute dealing with the provincial field to be very specific and very clear and 
take it out of any grey or doubtful area and make it clear and good law. I 
realize that may take a little time. 


Senator McCutcHreon: Mr. Chairman, Mr. Ryan said there are arguments 
on both sides to be considered with regard to section 1288, and that it could 
possibly be considered ultra vires. I am going on the assumption that the mere 
fact that it may finally be determined to be ultra vires will not affect the other 
provisions of the bill, or of the act when enacted. If one section is found to be 
ultra vires, that fact does not destroy the validity of the balance of the 
statute. 

The CHAIRMAN: That was not my point. I was afraid that the other sections 
might get lost in the furore of debate. 


Senator McCutTcHEon: That is the point I want to make. I want to say 
that from the little discussion we have heard tonight I would like to see this 
bill passed, and I think the business and financial community would like to 
see it passed. In order to avoid the kind of debate that has been started 


_ tonight, and which will go on for much longer than I want to stay here, I would 


like to see section 1288 struck out. 
The CHAIRMAN: Do you so move? 
Senator McCutTcHEON: Yes, I so move. * 
Senator FLYNN: What about the section this amends? 
The CHAIRMAN: This is a new section. 
Senator FLYNN: It did not exist before? 
The CHAIRMAN: No, not even in any provincial legislation. 


Senator BOUFFARD: It did exist with respect to one provincial company. 
I am referring to the amalgamation of the Quebec Railway, Light and Power 
Company with the Quebec Autobus Company. 
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The CHAIRMAN: Yes, but that amalgamation was provided for by statute. — 

Senator BourrarD: Yes, there was a federal statute and a provincial | 
statute. | | 

Senator McCuTcHEON: I suggest that we deal with this new section 
‘next session, and have the remainder of the bill passed this session. 


Senator BOUFFARD: Yes, I agree. 


The CHAIRMAN: Are you in agreement that section 128B be stricken 
out? 

Senator RoEBUCK: I would hate to see it go that easily because I have 
not yet had a chance of considering it. If it is understood that we are only 
postponing it until the next revision then perhaps that would be the better part | 
of wisdom. 


The CHAIRMAN: Maybe we can incorporate something in our report to 
that effect. 


Senator ROEBUCK: Very well. I feel the purpose in mind can be carried 
out, but I caught two points in it that I think are deadly. I have mentioned 
both of them. I think they completely vitiate that clause as it stands, but I 
would like to see the object continued and pursued, and the section drafted 
to a point where I feel we are safe on it. 

The CHAIRMAN: Is it the wish of the committee that we strike out section 
1288? 


Hon. SENATORS: Agreed. 


The CHAIRMAN: Now, there is a number of tidying-up amendments to 
consider. I have been through them. They do not affect the substance of the 
legislation at all, but they do clarify it in some aspects, and one or two are 
consequential amendments. Where we have made certain changes it appears 
that there are consequential amendments to be made elsewhere in the act. 


I think there are seven or eight of them altogether, and I shall ask Mr. Ryan 
to point them out. 


Mr. Ryan: I am concerned with subsection 4 which starts at page 686 A 
of the Minutes of the Proceedings of the Senate. This removes the words: 


a subscriber to the memorandum of agreement. 


ne te ee 


There is another word, following the deleted words, that relates back to 
“subscribers,” which should come out also. 


; The CHAIRMAN: Yes. If you look in the act you will see that we are 4 
striking out those words in the definition of a shareholder. That definition — 
reads: Y 

“Shareholder” means every subscriber for or holder of a share in the f 
capital stock of the company, and includes the personal representatives 4 


of a deceased shareholder— 
Then we are striking out the next words, which are 


—a subscriber to the memorandum of agreement— 
and then it goes on: 


—and every other person who agrees with the company to become a 4 
shareholder. F 


“Other” in that context is unnecessary, so we have striken it out. That is the a 
first item, and I take it that that is carried. 


Hon. SENATORS: Agreed. " 


Mr. RYAN: The second item is on the same page at the bottom in subsection _ 
(5). This refers to a director who knowingly and willfully is responsible for 
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~ non-compliance with the requirements outlined in subsection (4) above. There 


are no requirements outlined in that subsection. What has happened is that 


_ there has been a failure to comply, and there is a description of the failure. 
_ The language should be altered to make an exact reference to that position. 


The CHAIRMAN: The proposed language is what? 
Mr. RYAN: 
—any or all of the directors of the company who participated or 


acquiesced in the carrying on of any business or the exercise or the 
professing of this exercise of any powers as described in subsection (4). 


Hon. SENATORS: Agreed. 
The CHAIRMAN: What is the next one? 


Mr. Ryan: The next one concerns Items 4, 5, 6 and 7. These are all tied 
together. The amendments insert the words “or supplementary letters patent” 
in section 10, but section 10 has a reference back to section 9. 


The CHAIRMAN: It simply means that there is one more “or supplementary 
letters patent” which should be put in. Is that agreed? 


Hon. SENATORS: Agreed. 

Mr. RYAN: Item 8 at the top of page 688 goes too far because I do not 
think it was the intention to remove all of clause 10, but only subsection (1). 

The CHAIRMAN: That is right. 


Mr. Ryan: There is also here a matter of two provisos. Experience has 
indicated that if you use provisos you get into all sorts of difficulties with 


- respect to meaning. It is suggested that the proviso matter be put into the form 
of subsections. 


The CHAIRMAN: Subsections (a) and (b). You are not changing the sub- 
stance, but just making it more orderly. Is that agreed? 


Hon. SENATORS: Agreed. 
The CHAIRMAN: The next one is with respect to section 12A, which is Item 


No. 9 on page 688 of the Minutes of the Proceedings of the Senate. 


Mr. Ryan: Yes. There is only a very slight amendment here for the pur- 


_ pose of a cross reference in section 62A. It is a little clearer if you take out “‘this 


Act” and insert “this section”, and the new section 62A refer back to section 12A. 
The CHAIRMAN: Is that agreed? 
Hon. SENATORS: Agreed. 


Mr. Ryan: The next item is Item 13 on page 689. The term “each of equal 
authenticity” is a description, and it is not clear from the words whether you 


_ intend them to have equal authenticity or are describing a situation that exists. 
I think perhaps it would be clearer if the words were ‘‘which shall be equally 
- authentic.” 


The CHAIRMAN: This is a case of where the bill provided for the seal of 


the company to bear the name in English or French. It was our thought that 
with respect to some company names you would have a seal of tremendous 


size. Therefore, we did not disturb that, but we went on to say that as an 


alternative you could have two seals, one in English, and one in French, both 
| of equal validity. This phrase is legislative, so the suggestion is that we have 


two seals each of equal authenticity, and now we say: 

—shall have two seals which shall be equally authentic. 
Senator THORVALDSON: Is it ‘“‘each of which shall be equally authentic’’? 
The CHAIRMAN: Yes, so that that becomes legislative instead of descriptive. 
Hon. SENATORS: Carried. 
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Mr. Ryan: The next one is Item 15 where there are again two legislative 
sentences. It would be better if they were divided into subsections, and per- 
haps a little tabulation would be better. 

The CHAIRMAN: That is not changing the substance. I think the division 
of it into two subsections is a better way of doing it. 

Senator THORVALDSON: In the fourth from last line you will notice it begins 
a new section. 

The CHAIRMAN: Yes, that will be a new subsection (4) (b). 

Mr. Ryan: Then, section 62A, as I mentioned, should make a cross refer- 
ence back to section 12A. 

The CHAIRMAN: Yes. Is that carried? 

Hon. SENATORS: Carried. 

The CHAIRMAN: Then, Item 26. 

Mr. Ryan: No, Item 23. This is a case of where one may read the words 


that have been added in two ways and thus extend the application of the 
section. This arises with— 


The CHAIRMAN: Just a minute. This is a section dealing with prospectuses. 
The Companies Act, as I pointed out the other day, provides that where there 
is an offering of shares to the public, prospectuses shall be filed. We have now 
the development of provincial security commissions, and we have foreign coun- 
tries with their security commissions, and it did seem loading it on pretty 
thick to require the filing of prospectuses with those commissions and then 
the filing of prospectuses in compliance with the federal act. When the bill 
came to us it provided that where the law of a province or of a foreign country 
provided that a prospectus must be filed before shares can lawfully be offered 
for sale, then the requirement for the filing of prospectuses under the federal 
act was waived. We thought it should go further, and that it should also provide 
that where there are transactions exempt from filing under the provincial 
securities law, or under a foreign securities law, that that exemption should 
also be recognized. In putting it into operation we used language which might 
be broader than what was intended, and Mr. Ryan has a suggestion to make 
that will take care of that. 

Mr. Ryan: The suggestion is to re-cast the case to which the section 
applies by the words: 

Where the company makes an offer to the public of its securities 
in any province or any foreign country wherein it is a general require- 
ment of law that a prospectus or a document of a similar nature be 
filed with a public authority thereof before an offer of securities may 
lawfully be made to the public, whether or not the particular offer to 
the public of the securities of the company in that jurisdiction may by 
the laws thereof be made without the filing of a prospectus or document 
of a similar nature, the company need not compiyae. 


and continuing the words of section 76A Gir 


Senator McCutTcHEON: You are dealing with a case where you are offering 
shares in a jurisdiction where there are no security requirements? 


The CHarrMAN: No prospectus requirements. Is that carried? 
Hon. SENATORS: Agreed. 
The CHAIRMAN: Item 26. 


Mr. Ryan: Subsection 5 makes reference to subparagraphs 1 to 4 of section 
86. Subsections 2 to 4 have no connection with the proposed amendment and 
- the reference therefore is too broad and causes some confusion. 


The CHAIRMAN: Therefore, we are just striking out the reference. 
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‘Senator McCutTcHEON: How will that read then? 
The CHAIRMAN: It simply reads: 


Notwithstanding any provision in subsection 1, a person may become 
a director... 


Hon. SENATORS: Agreed. 
The CHAIRMAN: Item 34, 


Mr. Ryan: The meaning of “foreign company” in the second line of the 
proposed subsection 4 is somewhat doubtful. I presume that it is intended to 
refer to a company other than one incorporated by the Parliament of Canada. 

The CHAIRMAN: The proposal is to substitute for the words “foreign com- 
pany” the words “any company incorporated otherwise than by or under an 
act of the Parliament of Canada’’. 

Hon. SENATORS: Agreed. 


The CHAIRMAN: The next item is on page 693 of our Minutes and Pro- 
ceedings, subparagraph (5) of section 128A—the amalgamation of two or more 
federal companies. Again, this does not affect the substance but in the drafting 
it will clarify it. Will you proceed with that, Mr. Ryan? 

Mr. Ryan: It is again a matter of removing the proviso and redrafting 
the section so that the contents of the proviso are related back to the matter 
that they qualify. I can re-read it for you. It will read: 

Any shareholders holding at least 10 per cent of the shares of 
any class of shares in an amalgamating company and whose dissent was 
recorded at a meeting of any class of shareholders called to consider 
the amalgamation agreement may, within seven days of the final vote 
on the amalgamation agreement, apply to the chief justice or acting 
chief justice of the court of the province in which the head office of 
the company is situated, or to a judge of the court designated by either 
of them, for an order annulling the amalgamation agreement. 


The CHAIRMAN: This is a rearrangement and I agree it is better. 

Hon. SENATORS: Agreed. 

The CHAarrMAN: Then, on the top of the next page, page 694, subsection 
(7), I may say we must be more courteous when we use the word “judge” and 
follow the form which should be recognized. Would you develop that, Mr. Ryan? 

Mr. Ryan: There were two things about subsection (7). There is another 
sentence there which should come into a separate subsection. 

Then, instead of using the words “the said judge’, we propose to insert 
“the judge to whom application is made” or “the judge considering the applica- 
tion’’. 

The CHAIRMAN: We must be polite. 

Mr. Ryan: That involves renumbering: (8) becomes (9), (9) becomes 
(10), (10) becomes (11) and (11) becomes (12), because we are taking the 


_ last sentence of (7) and making it a separate paragraph, as this is a separate 


subject matter. 

Hon. SENATORS: Agreed. 

Senator KINLEY: On page 19 of the bill, dealing with the votes of share- 
holders, the proposed new section 103(2) says: 

In the absence of other provisions in that behalf in the letters 
patent or supplementary letters patent, at all meetings of shareholders 
every shareholder is entitled to give one vote for each share then held 
by him and such vote may be given in person or by proxy, if such proxy 
is himself a shareholder... 
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The CHAIRMAN: Senator, would you stop right there, please. in our amend- Me 
ments, we have taken out the requirements. . 

Senator KINLEY: That is what I am asking about. In the ctenament you | 
let strangers come into the meeting and vote. 

The CHAIRMAN: If the shareholder appoints a proxy who is not a share- 
holder. 

Senator KINLEY: “If such proxy is himself a shareholder”—you have taken 
that out. 

The CHAIRMAN: Yes. 

Senator KINLEY: Then you do not have to be a shareholder to become a 
proxy. That is the change. | 

The CHAIRMAN: The shareholder himself either votes on his shares or gives — 
a proxy to some person who is his agent, to vote them for him. Under the 
federal act the requirement has been that the person who gets the proxy from 
this other shareholder, must himself be a shareholder. 

Senator KINLEY: Yes. | 

The CHAIRMAN: That is not so in most provincial statutes. We felt that — 
a shareholder should be free to appoint any person in whom he has confidence 
as his proxy to attend the meeting and vote on his behalf. So we took out the 
qualification. 

Senator KINLEY: That is what I wanted to ask you. You took out the qua- — 
lification of a proxy shareholder, that is, you can give a proxy to anybody. ‘4 

The CHAIRMAN: That is right. j 

Senator KINLEY: That is something new, is it not? : 

The CHAIRMAN: It is new in the federal act, but it is not new in provincial © 
statutes. . 

Senator KInLEy: I did not say that. All I want to say is that the com- , 
mittee took it out of this act and it was in the bill. Is not that true? 

The CHAIRMAN: That is right. 

Senator KINLEY: There were only 11 members here when Senator Huges- — 
sen made an amendment to section 1284, and I think I was the only one who © 
voted with him here on our objection to section 128a. 

The CHAIRMAN: Senator, may I suggest that, since the committee voted on ! 
it and it is incorporated in our report, possibly the time and place to discuss — 
that would be when the report is being considered in the Senate. f, 

Senator KINLEy: I agree with that. I spoke with Senator Hugessen when 
he was here earlier and he said he was not going to bring this up now but that i 
be would bring it up when the report is discussed in the house. I agreed with © 
him, and I just want to say that I am not agreeing now to section 128A being ; 
approved here. | 

The CHAIRMAN: We approved of some changes, not of substance. 

Senator KINLEY: It was not very consequential. ' 

The CHAIRMAN: Thank you, senator. 

Item 54: 

Mr. Ryan: This is on page 696. 


item. The next one is page 696, item 54. We put the same thing in there as 
we did earlier, taking out these words “knowingly and willfully”, as the basis 
on which you would charge a director the cost of these proceedings forcing 
a compulsory winding up and we are substituting these words: a 


In any application to the court under subsection (1) the court shall 
determine whether the costs of the winding up shall be borne by the ; 
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/ i) eompany or personally by any or ‘all of the directors who were know- 
ingly responsible for the company’s failure or default. 


_ This is where they fail to make returns and do such things. We felt that 
the directors who were not a party to that should not be subject to the penal- 
ties; but where any directors knew that the company was in default and took 
no steps, causing the Secretary of State to take these proceedings of applying 
to the court for winding up of the company as a basis for forcing them to do 
something, those directors who made that situation possible should, if the judge 
thought right, be assessed the cost. 

Senator MoLson: Are you leaving in “Knowingly” or taking it out? 

The CHAIRMAN: We are leaving in “knowingly’—“who were knowingly 
responsible for the company’s failure or default’’. 

Hon. Senators: Agreed. 

The CHAIRMAN: Item 57. I know you will say yes to this right away. When 
we were enumerating certain sections in the Companies Act which would apply 
to Part II companies, special act companies, we got the enumeration a little out 
of order. We put section 112 and section 125 and then we came to section 100. 
So we will move it back. 

Hon. SENATORS: Agreed. 

Senator RorEBucK: Mr. Chairman, I am not too well satisfied with this 
matter of the seal. What was the word you took out, putting “authentic” in 
its place? 

The CHAIRMAN: We did not do that. 

Senator RozsuckK: You struck out some word and substituted “authentic.” 

The CHAIRMAN:. No. The wording as proposed by us was in connection with 
these two seals—that as an alternative the company shall have two seals, each 
of equal authenticity, one showing the French form of its name, and the other 
the English form. We thought the words “each of equal authenticity,” might be 
said to be descriptive, but we changed the language to say “each of which shall 

_ be equally authentic,” so as to use legislative instead of descriptive language. 

senator RoEBUCK: I am still not very well satisfied with “authentic.” 
_ Authentic means what it purports to be; but what you are really attempting to 
_ say is that the one shall be equally valid with the other—that they are of 
equal validity. 

The CHAIRMAN: I thought that is what we said. 

Senator RogBuck: No, you said “equally authentic.” 

The CHAIRMAN: Isn’t that what authentic means? 

Senator RoEBucK: No. It means that it is not bogus or sham, but what it 

purports to be. 

| The CHAIRMAN: It purports to be a seal of the company. 

| Senator RorBuck: But that is not exactly what you mean. You mean that 

it has equal validity. Without a more careful study of the language, I think 

_that is what you are drafting there. 

The CHAIRMAN: I would like to think about it. If I still come around to the 

_ conclusion that I think this language is all right, and you do not, then let us— 

: Senator RorBpuck: No—I think “validity” is what you mean, that it is 
equally valid for the purpose for which it is intended. 

The CHAIRMAN: We still have a quorum. Is there any choice between 

“valid” and “authentic?” 

: Mr. Ryan: My first choice was “valid,” but I used the terms of the amend- 

“ment as much as I could. 


STANDING COMMITTEE — 


The CHAIRMAN: What is the view of the committee? EOE Sat 

Senator FLYNN: “Valid”. ; 

Hon. SENATORS: Agreed. Li 

The CHAIRMAN: Is it the wish of the committee that when I report to- 
morrow, the amendments we have made tonight shall be incorporated in the 
report? 

Hon. SENATORS: Agreed. 

The committee adjourned. 
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ORDER OF REFERENCE 


Extract from the Minutes of the Proceedings of the Senate, June 16th, 1964. 


“Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Connolly, P.C., seconded by the Honourable 
Senator Vaillancourt, for second reading of the Bill C-102, intituled: “An Act 
to amend the National Housing Act, 1954”. 


After debate, and— 

The question being put on the motion, it was— 
Resolved in the affirmative. 

The Bill was then read the second time. 


The Honourable Senator Vaillancourt moved, seconded by the Honourable 
senator Lambert, that the Bill be referred to the Standing Committee on Bank- 
ing and Commerce. 


The question being put on the motion, it was— 
Resolved in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, June 17th, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 10.00 a.m. 


Present: The Honourable Senators: Aseltine, Baird, Blois, Bouffard, Brooks, 
Burchill, Cook, Connolly (Ottawa West), Croll, Fergusson, Flynn, Gershaw, 


Gouin, Hugessen, Irvine, Isnor, Lang, McLean, Molson, Pearson, Reid, Smith 


(Kamloops), Taylor (Norfolk), Thorvaldson, Vaillancourt and Walker—26. 


In attendance: Mr. E. Russel Hopkins, Law Clerk and Parliamentary Coun- 
sel. 


In the absence of the Chairman and on Motion of the Honourable Senator 
Taylor (Norfolk) it was RESOLVED that the Honourable Senator Bouffard be 
elected Acting Chairman. 


On Motion of the Honourable Senator Croll it was RESOLVED to report 
recommending that authority be granted for the printing of 800 copies in English 
and 300 copies in French of the proceedings of the Committee on Bill C-102. 


Bill C-102, intituled: “An Act to amend the National Housing Act, 1954”, 
was considered clause by clause. 


The following witness was heard: 


Mr. H. W. Hignett, Vice-President, Central Housing and Mortgage Corpo- 
ration. 


On Motion of the Honourable Senator Burchill it was RESOLVED to re- 
port the Bill without amendment. 


At 11.10 a.m. the Committee concluded its consideration of Bill C-102. 


Attest: 
F. A. Jackson, 
Clerk of the Committee. 
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REPORT OF THE COMMITTEE 


WEDNESDAY, June 17th, 1964. 


The Standing Committee on Banking and Commerce to whom was referred 
the Bill C-102, intituled: “An Act to amend the National Housing Act, 1954”, 
have in obedience to the order of reference of June 16th, 1964, examined the 
said Bill and now report the same without any amendment. 


All which is respectfully submitted. 


PAUL H. BOUFFARD, 
Acting Chairman. 
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THE SENATE 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 


EVIDENCE 


OTTAWA, Wednesday, June 17, 1964. 


The Standing Committee on Banking and Commerce, to which was referred 
Bill C-102, to amend the National Housing Act, 1954, met this day at 10 a.m. 


Senator Paul H. Bouffard (Acting Chairman) in the Chair. 


The AcTING CHAIRMAN: We are going to deal with Bill C-102, an act to 
amend the National Housing Act, 1954. We have with us this morning Mr. H. W. 
Hignett, Vice-President, Central Mortgage and Housing Corporation, Mr. A. D. 
Wilson, General Counsel, CMHC, and Mr. K. D. Tapping, Secretary, Board of 
Directors, CMHC. 


The committee agreed that a verbatim report be made of the com- 
mittee’s proceedings on the bill. 


The committee agreed to report, recommending that authority be 
granted for the printing of 800 copies in English and 300 copies in French 
of the committee’s proceedings on the bill. 


I think, if it is agreeable to honourable senators, M. Hignett, who is — 
familiar with the whole bill, can give us the information the committee would 
like to have. I would ask Mr. Hignett to comment on the bill now. 


Mr. H. W. Hignett, Vice-President, Central Mortgage and Housing Corporation: — 
Mr. Chairman, honourable senators, after the detailed explanation of the bill 
given by my minister, Mr. Nicholson, and Senator Connolly (Ottawa West), 
perhaps honourable senators would not wish me to go through the bill in detail, 
but merely comment on the two major sections of the bill, section 7 which deals 
with urban renewal, and section 8 which deals with public housing. 


The urban renewal provisions of the National Housing Act were first in- 
troduced into the act in 1944. For the first 10 years, until 1954, the section was 
not widely used, the only major project carried out during these years being 
the Regent Park North project in Toronto. Since 1954 there has been much more 
activity. There have been 17 projects in 12 municipalities, with a total invest- 
ment of $70 million. 


Senator ASELTINE: Where are these located? 


Mr. Hicnett: There have been projects in St. John’s, Newfoundland, Hali- 
fax, Montreal, Toronto, Sarnia, Winnipeg and Vancouver. 


Perhaps a more encouraging development has been the interest demons- 
trated by municipalities in the problem itself. And under the National Housing 
Act there have been urban renewal studies of the 50 larger urban communities 
in Canada and these 50 cities have identified the problem within their own 
boundaries, and will establish a program of priority for dealing with it. About 
$1 million has been spent on this kind of study generally in the last six years. 
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Senator CRoLL: By CMHC? | 
Mr. HicNett: By CMHC under Part V of the National Housing Act. 
Senator ASELTINE: Is this money paid back? 


Mr. Hicnett: No, that is a grant. There was a series of grants to each 
municipality, and grants have been made to 50 municipalities. In the work that 
has been done it has been found that the present provisions of the act are much 
too inflexible. 

At the moment the act will only permit the corporation to bear one-half of 
the cost of acquiring or clearing a substandard area. The only tool we have is 
the bulldozer. We can only go in and help a municipality acquire substandard 
areas and demolish everything that is there. The second restriction has been the 
requirement in the act that the area concerned must be substantially housing 
before the clearance, or the cleared land must be used for housing purposes. 
The studies that have been carried out reveal that in most Canadian cities—our 
cities are generally young—there are not large sections of the downtown areas 
that need clearance. On the other hand, there are substantial areas where a 
combination of treatment is required, that is the acquisition, clearing and rehabi- 
litation of that which is the worst; saving and conservation of that which is on 
the edges of the areas and which is deteriorating; the replacement of municipal 
services that are perhaps 70 or 80 years old, to meet changing conditions, and 
the replanning of areas to a new use. These are some needs we have not been 
able to deal with under the present act, and the purpose of section 7 of this bill 
is to deal with some of these problems. For example, section 234A enables the 
corporation to contribute to half the cost of the preparation of an urban renewal 
scheme. This is new. 


Senator Brooks: Would this be slum clearance? 


Mr. HicNettT: Yes. This would be the demolition of completely substandard 
buildings to be included in such a program. This bill also removes the restric- 
tion that there must be housing either before or after the clearance. 

There are commercial areas of cities that are now blighted. There are sub- 
standard commercial areas, but when cleared the best use of the land is still 
commercial, and it will be possible when this bill is enacted under the Na- 
tional Housing Act to deal with such projects and make contributions for such 
purposes. 

Section 23a enables the corporation to contribute half the cost of the scheme 
itself which can be quite an expensive process. 


Senator REID: What is the total amount? 
Mr. HIcNETT: The total investment has been $70 million in the 12 munic- 


ipalities in which projects have been undertaken. Of this $70 million the federal : 


Government has borne half the cost. 
The ACTING CHAIRMAN: As a gift, or as a subsidy? 


Mr. HIGNETT: Yes. Section 238 enables the corporation to pay half the cost 
of acquiring and clearing the land and demolishing the buildings, and also 
enables the corporation to pay half the cost of installing new municipal services 
in that urban renewal area. These services may include everything except 
buildings. They include sewers, water, streets, recreation areas, off-street park- 
ing—any municipal plant except buildings. 

Senator PEARSON: Lighting? 


Mr. HIGNETT: Yes, providing it is municipally owned, sir. One of the other 


problems of urban renewal is that notwithstanding the fact that the federal “4 
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ernment is willing to bear one-half the cost, it is still a very expensive 
dertaking for a municipality to carry out. Municipalities find it very difficult 
it of current revenue to produce the sums of money required to carry out 
substantial slum clearance projects. So, provision has been made in the act 
to lend to the province or the municipality two-thirds of their share of the cost. 
Senator BarrD: That is, two-thirds of one-half? 


Mr. HicNettT: That is right. That can be lent over a period of 15 years ata 
low rate of interest, which currently would be 52 per cent. 


_ Senator Cook: Does the survey show any areas in which it would be de- 
_ sirable to leave most of the cleared land for recreation; that is, to leave it 
_ cleared? 

= Mr. HIGNETT: Yes, that would be possible. We could help with this if it 


were for a downtown green area, or a downtown Square, or something of that 
a kind. That would be a valid thing to do. 


: The ACTING CHAIRMAN: Would it also apply to municipal land that you are 
_ turning into a park? 


2 Mr. HIGNETT: Yes, sir. 


.. Senator BURCHILL: Who determines whether an area is a slum area? 
_ There are many such areas which are just on the line. In the judgment of some 
_ people they would be slum areas, but in the judgment of others they would be 
all right. 

q Mr. HIGNETT: In the first instance, the municipality determines the areas 
_ which appear to require treatment. When the study is completed the council 
_ of the municipality will consider the recommendations of the study, and will, 
_ with provincial concurrence, pass a by-law which will designate the area within 
_ the municipality as an urban renewal area. The actual designation is done by 
| the province at the request of the municipality. 

Ee. Senator BURCHILL: A study is made by an official of C.M.H.C.? 

a Mr. HIGNETT: No, the study is made by the municipality; it has been fi- 
-nanced by the C.M.H.C. 


: Senator WALKER: You are putting up one-half of the money by way of a 
grant, and you are lending another two-thirds of the remaining one-half. In 
_ other words you are financing five-sixths of the project? 

_ -Mr. Hicgnett: That is right. 


Senator WALKER: Have you anything to say about whether an area should 
_ be designated a blighted area and should undergo this development? It seems 
to me that you are putting up all of the money without having any control. 


Mr. HIGNETT: I think, Senator Walker, that the project must be satisfactory 
_ to the minister. 


Be 


; Senator WALKER: Well, you have not said that. When you were asked you 
_ said it was the study approved by the municipality and the province, but the 
' fact is that C.M.H.C. also has a considerable say in it? 

z Mr. Hicgnett: In fact, we do, because as a matter of practice the province 
would not designate it as an urban renewal area. 

a Senator WALKER: Section 23B says “and is acceptable to the Corporation,” 
- So you must have to approve it. 


Mr. HIGNETT: That is right, sir. 


Senator CRoLL: What time lag do you see here? How soon will you start, 
and how soon do we get something moving? Have you any time period in mind 
at all? 
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Mr. HIGNETT: This is a very complex bit of legislation. It is not legislation 4 
which in the short run would produce many projects, but in the long run. it — 
will produce a great many. At the moment it happens that there are two 
projects—one in Toronto, the Alexander Park project, which you may know of, — 
Senator Croll, and one in Hamilton—where this kind of treatment is urgently | 
needed. These two are just waiting for this legislation to be enacted, and they 
will begin at once. But, where a municipality has just begun the process of 
doing this, a year will probably pass before they reach the stage of applying 
for this type of assistance. 


senator CROLL: Well, if a municipality has in mind a project it would not — 
proceed to incur liabilities and go to the provincial government without having 
first talked this over with you in a preliminary fashion so as to know that in 
the end it is likely to obtain your concurrence? 


Mr. HIGNETT: Yes, indeed. Our conversations with the municipality go on 
almost continuously. 


Senator CROLL: From the beginning? 
Mr. HigNETT: Yes, from the beginning. 


Senator Isnor: You have representatives or officers in most cities of , 
Canada, have you not? | 


Mr. HIGNETT: Yes, we have, sir. 

Senator Isnor: And they generally meet with the municipalities? 

Mr. HicNETT: Yes. We are in close touch with all major municipalities. 
Senator BuRCHILL: There are other places besides cities, Senator Isnor. 
Senator Isnor: Yes, I added “municipalities”. 


Senator Brooks: When this work is completed is it possible for muni- 
cipalities to sell to private individuals at a later time? 


Mr. HIGNETT: Yes, when the land is cleared it will be re-used in accordance © 
with the official plan of the community in which the project is situated. Because q 
this land has been acquired at considerable expense it is the practice of the — 
corporation to insist that the land be offered by public tender if it is to go into 
private hands, but this is really the only requirement we have. 


Senator Rep: I notice the phrase “not exceeding in the aggregate $2.5 
billion.” What is the total amount of the loans made under federal housing © 
projects? 


Mr. HicNettT: That is another matter, sir. That is the limit of the corpora- — 
tion’s authority to make direct loans for housing purposes. At the moment the 4 
total of our loans is just under $2 billion—it is about $1,960 million—so our 
authority is running out. This will add another $500 million to that, but it does — 
not affect that particular section. ; 


Senator SMITH (Queens-Shelburne): Mr. Hignett, how does the Cornwallis — 
project in Halifax fit into this legislation? s 

Mr. HIGNETT: The Cornwallis project itself is a complete clearance project — 
and, of course, all that could be done was to demolish the entire 13 acres of 
the Cornwallis project area, but in Halifax there is a much larger problem in > 
the north end. i 

Senator Isnor: Hear, hear. 


Mr. HIGNETT: It is in this area that this legislation will be very useful—in — 
the rehabilitation of the whole north end of Halifax, 


Senator SMITH (Queens-Shelburne): Is the project that is apparently under | 
way part of the scheme which existed until this new legislation comes along? 


¥ 


i Senator: cuee Orne. -Shelburne): I am just wondering how that British 
eC ympany—lI have forgotten the name of it—could go in there and organize that 

for the province and the municipality, and apparently put some money into it. 
_ Up to the present what percentage of the costs of the Cornwallis project would 
5 be federal funds? 


Mr. HIGNETT: Half. 
Senator SMITH (Queens-Shelburne): Just one half? 
: Pace) avr. TIGNETT:: Yes. 


: Senator SMITH (Queens-Shelburne): And if they had started after this 
_ legislation was passed a larger proportion could have gone into that particular 
a project, could it? 


Tee Tee 


a Mr. HIGNETT: Well, it would have been possible to lend the municipality 
E a part of its share. At the moment Halifax puts up over 50 per cent. The actual 

_ people who are carrying out.the Cornwallis project—the British firm—became 
3 entitled to lease the land following a tender public call. 


E The ACTING CHAIRMAN: When part of the land on which you have made 
a subsidy is sold, does any part of the sale price come back to the Government 
or to the corporation? 


Mr. HIGNETT: In the disposal of land, if the land is sold for any purpose, 
one-half of the amount recovered goes back to the federal Government through 
the corporation, and the other half goes to the municipalities. So the recoveries 

3 are shared in the same way as the expenditures are shared. 


g senator Cook: You would not have any control over the price paid by the _ 
municipality for the loan, to see it is not too high? 


Be: Mr. HIGNETT: Yes, the agreement between the corporation and the munic- 
_ ipality provides for this, and the amounts paid for the properties in the area 
are jointly agreed to by the municipality and the corporation. 


Senator Cook: Do you have any occasion where it has been too high? 


Mr. HIGNETT: There have been cases that have been settled by arbitration. 

- This work is carried out by the municipality. Once the agreement is signed, the 

land and buildings are acquired by the municipality, and they have powers 
of expropriation and they use them. 


a There is one other part of this section that is quite important. It is section 

@ 23p which makes provision for loans on existing housing in urban renewal 

areas. This is to enable N.H.A. loans to be made for the purpose of facilitating © 

_ transfer of a house from one owner to another in an urban renewal area and 

- to assist in the rehabilitation of housing. It applies not only to home owner- 

g ship but also to rental housing. This is the first entry into the field of existing 
- housing. 


b.. 


F Senator CROLL: Would you draw a picture for us as to what you see? Old 
- houses are there; you want to get rid of them? 


Mr. HIGNETT: In most of these areas there will be some very bad housing 

we will want to get rid of. This may be scattered throughout the area. There 

4 will be other housing, both in home ownership and rental, that is worth saving 
and that with rehabilitation would have quite a long useful life left. It would 
be possible with these N.H.A. loans for those owners who are not interested in 
i rehabilitating their houses in accordance with the requirements of the munic- 
q _ ipality, to sell their houses and move out; and for the purchasers to renovate 
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the houses. The N.H.A. loan would then facilitate both the purchase and the 


renovation, and enable the owners of rental accommodation in the area to 3 


renovate. 


Senator BAIRD: In other words, it would assist another person to buy that 
house? 


Mr. HIGNETT: Yes. 
The ACTING CHAIRMAN: And renovate after that? 


Mr. HIGNETT: For success in an area such as this, the municipality has to 
impose some fairly rigid standards, standards of occupancy and physical stand- 
ards that it requires the area to reach. It can do these things, but if it does them 
it must also enable these people who do not want to play the game to move out. 
This is the purpose of the provision for N.H.A. loans on existing housing. 


Senator BURCHILL: Is it compulsory that they should either dispose of their 
property or move out? 


Mr. HIGNETT: Or renovate. 


Senator BarrD: In other words, C.M.H.C. could say that a house must be 
renovated, and then the people must either renovate or get out? 


Mr. HicNeTT: The municipality would have the actual standards of occu- 
pancy and physical standards which the municipality requires. Before entering 
into such an arrangement we would have to be satisfied that the municipality 
has adopted such a standard, otherwise rehabilitation would not be likely to 
succeed. 


Senator IsNor: You have not had any trouble in that respect? 


Mr. HIGNETT: We have had no experience yet, Senator Isnor. It is going 
to be interesting. 


Senator ASELTINE: What do you do with all the poor people who are dis- 
possessed? Senator Croll yesterday thought this was going to be a bonanza for 
the poor people in the area. Where do they go? 


Mr. HigNetT: For the poor people who are dispossessed, it is a regulation 
of the act that satisfactory alternative accommodation be provided for them 
at rents they can afford to pay. 


Senator CROLL: Is not that a bonanza? 
Senator WALKER: It has worked out well. 
Senator CROLL: It has been done before. 


Mr. HIGNETT: That has not been a problem. It is expensive, but it has not 


been a problem. That is the urban renewal section. The next one is public 
housing. 


Senator Cook: Does that apply to the acquisition of public buildings in the 


area, schools and so on? 


Mr. HIGNETT: It does not apply to schools, sir. It applies to all municipal 
plant except buildings. 


Senator Cook: What happens if a municipality lags behind in its control 
and in the modernizing of buildings? 


Mr. HIGNETT: It could help to provide a site for a school, but not the school 
building itself. 


Senator Coox: I meant existing buildings in the area. Would they have 
power to renovate them, and so on? 


Mr. HIGNETT: Oh, yes. 
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_ Senator WaLKER: How far can this go under section 23p? You are putting 


up one half by way of grant and you are loaning the other two-thirds, so you 
have five-sixths of the money. Municipalities can take advantage of you, unless 
you are very strict. They might apply from now on, and just forget their own 
projects. They might come to CMHC whenever they want to renew. How will 


you prevent it getting out of hand? Instead of paying six-sixths, they will get 
half from you and two-thirds by way of loan at a reasonable rate. Are you not 


S going to be deluged with applications for help under this section? What is the 
restriction? 


Senator Barrp: The amount of money you have got. 
Senator WALKER: The amount of money is two-thirds of the balance. 
senator Barrpb: No. 


Senator WALKER: It is the need of the community, then. How is that to be 


judged? Must it be a blighted area? 


Mr. HIGNETT: Yes. 


Senator WALKER: Must the water works be a blighted area? It seems in- 
credible. Are we not getting far away from housing now? I am just asking the 
question; I know you have an answer. 


Mr. HIGNETT: In a sense, that is right, Senator Walker. Urban renewal 
began under the Housing Act and has continued under the Housing Act and it 
certainly is a factor in terms of urban development. There are run-down com- 
mercial areas as well as run-down housing areas. These need treatment just 
as badly as the housing area. The municipal plant runs down in these areas 
and this needs replacing. As a matter of fact, the characteristic of a slum area 
is that one of the worst parts of the slum area is usually the condition of the 
municipal plant itself, the condition of the streets, the sidewalks and the 
lighting. So there is a lot involved in this and it goes far beyond the narrow 
limits of housing. 


Senator Reimp: Are the municipalities notified and kept informed as to the 
changes in the act? 


Mr. HIGNETT: Yes indeed, sir, by all the means at our disposal; by our 
information service and by our managers. We work pretty hard at this. 


Does this help your question, Senator Walker? If you look at section 23, 


you will see it defines an urban renewal scheme: 


(b) “urban renewal scheme” means a scheme for the renewal of a 
blighted or substandard area of a municipality that includes 
(i) a plan designating the buildings and works in the area that are 
to be acquired— 


Senator WALKER: I see that, but it could also have this danger, that you 
put up the greater part of the money and unless you have very strict control 
it can become a racket. I would think that if I were in a municipal office I 
would certainly go to you, I would not put up a cent. I would try to get this 
declared a blighted area and let CMHC pay for it. I hope you have strict enough 
regulations to see that you are not taken advantage of. 


Mr. HIGNETT: Certainly CMHC and the Government are the judges as to 
whether the area is a blighted area or not. We are the judges as to that and 
as to the validity of the scheme. I think that the controls are there, Senator 


Walker. 
Senator WALKER: Thank you. . 
Senator Isnwor: I think they were very much in evidence in Halifax. 


4 east: 


Mr. HicNetTT: We are usually criticized the other way. The municipaliti 
usually think we are too tough. aS te 3 


Senator 'THORVALDSON: It has been my experience that whether it is in the s 


legislation or not a corporation has the final say in these matters. fae a 
Mr. HigNeTT: That is right, sir. 


Next, the public housing section, which is section 8 of the bill, on page: 9. am 
‘Public housing in Canada—housing for very low income families—is almost a 
always subsidized housing, and housing rented in accordance with the tenant’s i 
ability to pay. 


This legislation was first enacted in 1949, and has been in the act for Ne 
15 years. During these 15 years only 12,000 housing units have been built all 
across Canada. This is not very impressive, but I think honourable senators _ 
should know that notwithstanding the fact that only 12,000 housing units 
have been built, as far as I am aware no project ever recommended to the 
federal Government by a province has been turned down. 
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Senator Brooks: You say 12,000 housing units. How many people would \ 
that accommodate? 


Mr. HianettT: About 50,000 people. 


Senator THORVALDSON: Does that include the building done under the limited _ 
dividend corporation type? 


Mr. HicNeTT: No, sir. This is just subsidized public housing done under 
section 36 with the joint federal-provincial agreements. This is the only provi- 
sion for subsidized housing in the National Housing Act. 


Senator WALKER: The reason is that it is too expensive, is it not? The way 
it is at the present time you have to build brand new housing, and now you 
are going to amend it and make it cheaper to build? 


Mr. HIGNETT: That is right. We are widening the act in a number of ways. 
Up to now it has been possible to acquire existing housing for public housing wf 
purposes, but only in urban renewal areas, and the definition of an urban ~ 
renewal area has been so tight that in point of fact nothing has been acquired, _ 
no existing housing has been acquired as public housing. Both the existing 
section 36 and the proposed new section have widened this. So that in existing 
housing what is thought by the municipality and the federal Government to 
be acceptable for public housing could be purchased or leased for that purpose. 


Senator BURCHILL: I know of two or three projects in my province of New | 
Brunswick which are getting under way now, to build small homes for the — 
aged people, to be promoted by service clubs and by some religious denomina- ~ 
tions. Would those projects—I believe the rent is not supposed to be more ~ 
than $60 a month—come under this section? 7 


Mr. Hicnett: No, sir. It does come under this bill. Section 16a, which is 
clause 5 on page 4 of the bill, has been broadened to include hospitals and | 
dormitories, which are one of the most serious needs for the housing of older — 
people, It is a form of housing on which we have not been able to make loans _ 
in the past, so the section has been widened so that we can now make loans vy 


on self-contained accommodation or hospitals or dormitories in the kind of - 
projects you have in mind. el 


Senator Cook: You say you have not been able to make loans on accom- 
modation of that kind in the past? oc 


Mr. Hicnett: Not on hospitals. The principal change in the public housing 
section is an amendment that enables a province, or a province and a munic- — 


“ne 


ys, to Greate a ie Hausihe agency which will ene own 
te public housing projects. The section makes provision for loans 
ch public housing agencies of 90 per cent of the cost at a low interest 
> for periods up to 50 years. Such projects may qualify for a federal subsidy 
half the losses in operating such projects. 


- Senator IsnNor: Are there any of those at present? 


. Mr. HIGNETT: No, sir. At present all public housing in Canada is ane 
jointly by the federal and provincial governments on a 75-25 per cent basis. — 
So the federal Government is the majority owner of all public housing in 
_ Canada. This is not always a good arrangement. 


‘ Senator WALKER: And the federal Government pays 75 per cent of all 
i _ losses? 


q _ Mr. HienetTT: That is 75 per cent of all losses. This will enable other public 
a agencies to become owners of public housing. 


_ Senator THORVALDSON: I think that is entirely distinct from limited 
- dividend? 

a Mr. HIGNETT: Yes, entirely. This is for incomes lower in scale than the 
a limited dividend. The limited dividend is for low income families too. With 
_ the aid of the low interest loans and long amortization periods, rents can be 
_ secured without subsidy for low income families within their ability to pay. 


The ACTING CHAIRMAN: How do you determine the ability to pay? 


Mr. HIGNETT: Well, in Canada, a rental formula has been evolved over 
the years, and, simply stated, a family can at the lower end of the income 
_ scale afford to pay about 20 per cent of his income on shelter. So if his income > 
' is $100 a month, the rent is liable to be $20, and if $200 a month, $40. This is 
_ regardless of the kind of classification he needs; whether a dwelling with one 
_ bedroom or a dwelling with five bedrooms, it will be related to his income and 
- hot to the accommodation. 
Senator Flynn: Mr. Chairman, I would like to ask the witness if he has 
: read the comment which appeared yesterday in Le Devoir on this special point 
_ of low rental units. The editorial states that the housing legislation is not 
- applicable to the needs of the Province of Quebec. It states that out of 11,000 
_ units there would be only 796 units in Quebec under this scheme. I would like 
' the witness to comment on that. First, I would like to mention to the witness 
q that they say here that Montreal and other cities in Quebec have been re- 
_ peatedly requesting the construction of these low income units without success. | 
Perhaps the witness would comment on this, and then I will put some further 
questions later. 


: Mr. HIGNETT: At present, section 36 is on the basis of 75 per cent participa- 
tion by the federal Government, and 25 per cent participation by provincial 
governments. Now, the extent to which the section is used in any province is 
_ determined solely by the provincial government. The federal Government can- 
_ not exercise any initiative in this field. The application comes from the prov- 
- ince to the federal Government; and as I said earlier, as far as I am aware 
- no application submitted by a province has ever been rejected by the federal 
_ Government. So in the Province of Quebec there is really only one answer, 
_ that there has only been one application for a public housing project in Quebec 
_ that has been approved by the province, and that is the Jeanne Mance project 
in Montreal. 
Senator FLYNN: Where the rental is determined by the income of ie 
— tenant? 
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Mr. HIGNETT: Yes, sir. 


Senator FLYNN: And you mentioned that if they need a five-room tenement 
they will get it at the same price? It is mentioned in this article that outside 
of Quebec they build these units comprising five rooms or more, but that in 
Quebec they have only very small units of two or three rooms, or one or two- 
bedroom apartments. What have you to say on that? " 


Mr. HicNetT: The project they are thinking about is the one in down- 
town Montreal. This project was built to house families displaced from a very 
substantial slum clearance project. In building the project to house these people 
they knew the family content, and the family size of the people who would 
require the housing, and Jeanne-Mance was built to provide that accommoda- 
tion. The bedroom count was based precisely on the number of people living 
in the area prior to the commencement of the project. 


Senator Ftynn: There is no legislation that prevents the construction of 
units of three or more bedrooms to accommodate larger families? 


Mr. HicNETT: The selection of the house type is a problem for the munic- 
ipality with the concurrence of the province, and it is recommended to us. 


Senator FLYNN: In the report of the corporation can we figure the propor- 
tion of the loans it has made with respect to each province? Do you have statis- 


tics to show how on the basis of the ten provinces the facilities of the corporation 


are used? 
Mr. HIGNETT: Yes, sir. 


Senator Flynn: Generally, without entering into details, would you say 
that Quebec has used the facilities of the corporation in proportion to its popula- 
tion? 

Mr. HieNnett: Yes. Each province seems to use the National Housing Act 
in the manner best suited to meet its needs. All provinces participate very 
heavily in the ordinary lending sections of the National Housing Act—that is, 
the sections providing for insured loans by approved lenders. Of course, this is 
particularly effective in the Province of Quebec because the National Housing 
Act qualifies for the provincial interest rebate. 


The ordinary N.H.A. loan is used very, very widely in Quebec. You have 
mentioned that public housing is not, and this is true. On the other hand, the 
legislation providing for housing accommodation for university students has 
been used more widely in the Province of Quebec than in virtually all of the 
other nine provinces put together. So it goes from province to province. The 
Province of Ontario has taken greater advantage of the sewerage legislation 
than Quebec has. 


Senator WALKER: The limited dividend was used extensively in Quebec? | 
Mr. HicNETT: Yes, perhaps more in Quebec than in any other province. 


Senator FLyNN: The Quebec Provincial Government has not asked for any 
modification of the legislation with respect to any projects it has in mind? 

Mr. HIcNETT: No, sir. We are working very closely with the Provincial 
Government in Quebec because they are entering into new fields. For example, 
the Province of Quebec is just now becoming interested in the problem of urban 
planning, and they are working very hard on a community planning section. 

Senator FLynn: As you have said, no project has yet been turned down? 

Mr. HIcNEetT: No. 


_ Senator WatKer: That is, for public housing—subsidized housing. 
Mr. Hicnetr: That is right. 


Dee ‘Senator FLYNN: The article I was referring to, I think, deals only with 
_ public housing, if I understand it correctly. Thank you. 


Senator Isnor: In other words, Quebec is treated exactly the same as any 
- other province? 


Mr. HIGNETT: Yes, sir. 


4 The AcTING CHAIRMAN: Are there any other questions of the witness in 
_ connection with public housing? Have you any further comments to make, Mr. 
_ Hignett, about the sections of this act? Would you like to talk about universities? 


4 Senator Isnor: Just before you leave this subject, I think we would all be 
3 grateful if anything can be done to hurry along the Uniacke development in 
Halifax. 

3 Mr. Hienett: As you know, that was presented to the city council yesterday, 
and according to the newspapers they have approved it. If they have then it will 
start very quickly. 


g Senator WALKER: If they have anybody like Mayor Lloyd used to be then 
they will get everything they deserve. 


senator Brooks: Does the project in Saint John come under this act? 


Mr. HIGNETT: Yes, and there is a public housing project going up on part of 
that land. 


Senator Cook: Do not forget St. John’s. 


Mr. HIGNEtT: St. John’s does all right too. I think another interesting change 
is in the university section, clause 10. This legislation has been a really spectac- 
3 ular success. In less than four years since this piece of legislation was enacted 
_ the capacity of universities in Canada to house students has been tripled. When 
- the legislation was enacted there were residences with a capacity of about 
- 10,000 students. Now 30,000 students can be housed on campuses, and this 
_ figure is growing all the time. But, we have discovered in this day and age that 
_ there are far more graduate students at universities than there ever were In 
_ the past. These graduate students are likely to be married, so there 1s a provision 
here to extend the housing legislation to include self-contained accommodation 
for married students. 
There is also an extension to enable charitable institutions and corporations 
to build university housing on university campuses. For example, we run into 
~ some churches that build university residences at universities where they have 
no teaching facility. This will enable such churches—the Presbyterian church 
is an example—to qualify. 


Senator Isnor: When you approve a loan to a church of any denomination 
you are not particularly interested as to whether it pays taxes to the munici- 
pality or not? 

Mr. Hicnett: Well, university housing is usually exempt from taxes. 

4 Senator Isnor: What you are doing in so far as married couples are con- 

cerned is to take them away from private enterprise and put them. into accom- 

- modation that is publicly owned, and you thus deprive the municipalities of a 

- certain amount of taxes, do you not? ; 

| Mr. Hicgnett: Yes, I think that is a fair comment. That, in fact, does 

- happen if you build housing on a university campus. You take those people 
21092—2 


out of the community, but in most university cities there is a gr 


~ are two diocesan colleges, one belonging to the United Church of Canada and — 


date. It means that 25 per cent of the loan may be forgiven from March 31/8 
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Senator Isnor: I do not question that at all. 
Mr. Hicnett: —of housing for either single or married students. — 
Senator Isnor: I know, but that is a danger I see. 

Senator Cook: Would that be a very large amount? 
Senator Isnor: It might be if it went far enough. | a 
Senator WALKER: You will not make much out of university students, ) 


anyway. a 


Senator Rrmp: May I ask a question of Mr. Hignett with respect to section — 
35E on page 12. Who pays the loss incurred in renting low cost housing? a 


Mr. HicNeT?T: Section 35g enables the corporation to enter into an agree- 4 
ment with the public housing agency so that the corporation may bear one- | 
half of the operating loss. _ 

Senator Rerp: Who pays the balance? 


Mr. Hicnett: The public housing agency, whether that be the province | 


Mi, 


or the municipality. They are the owners of the projects, and they pay the 4 
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balance. 


Senator HUGESSEN: On the subject of university housing do I take it from i 
sections 10, 11 and 12 that a loan will be made, for instance, to a diocesan ~ 
college forming part of a university to house the students of some particular — 
creed who are attending the diocesan college? } 


Mr. HicNETT: Yes, sir. 


Senator WALKER: But it all must be on a charitable corporation basis, — 
where no profit is made? a 
Mr. HigNEtT: That is right. Is must be strictly a charitable organization, © 


and non-profit in every respect. It is not the kind of non-profit organization e 
that an individual can create. 


ay 
‘ 


Senator HucEssen: I am thinking of a situation in Montreal where there if 


the other to the Anglican Church, which are affiliated to the university, both ‘ 
of which have a number of students which need housing. It would be possible | 
under the section as amended for the diocesan college, which is a separate rr 


organization on its own, to qualify as a charitable organization and obtain a — 
loan? | | 


Mr. HigNetT: Yes, providing the educational facility that the college is 
offering is at the university level and not at high school level. Ea 


f 
Senator HucEssen: Oh, yes. 4 


Senator Isnor: This change was made just a couple of years ago, was it 
not? | 


Mr. HicNEtT: This legislation is in its fourth year. It was enacted at the q 
end of 1960. | | 


The ActiInG CHarirRMAN: Are there any other questions? 


Mr. Hicnett: The principal change in clause 13 is the extension of the : 


1965, to March 31, 1967. 


NET ‘Tt eee years. ‘This is the second evreron ‘Tebleistion 
ted at the end of 1960 to expire on March 31, 1963; it was extended 
Lae rs ee 1965; and now it is amen extended to 1967. Le ; 


The one CHAIRMAN: Clause 14, pages 14 and 15. 


- Would the committee like to hear any other witness in connection within bl 
uis bill? We have here Mr. Wilson, General Counsel, and Mr. TARDE the a 
cretary of the Board of Directors of N.H.A. ana 


Senator WALKER: It looks to me as if it is pretty clear. 


The ACTING CHAIRMAN: Would the members of the committee like 46 go 


| ae the bill clause by clause? Shall clause 1, concerning the rate ae i 
interest, carry? By 


Hon, SENATORS: Carried. 


The ACTING CHAIRMAN: Shall clause 2, as to the loan, increasing the loan 
from $12,000 to $13,000, carry? 


Senator Isnor: I would like to make a comment in regard to clause 2.1 
remember that away back in 1945 or so, Mr. Dunning was Minister of Finance  _— 
# and responsible for N.H.A. The loan was something about 70 per cent at that — 
OH time—and I made a statement that some day no doubt we would see the 
CMHC advancing loans to the extent of 100 per cent, based on the same 


_ principle as insurance and the normal risk, and we are pretty close to it now 


Vibe 


at 95 per cent. 


‘The AcTING CHAIRMAN: We are, at 95 per cent. 
Senator Remp: What is the maximum loan for a house? 


Mr. HieNeTT: The maximum loan for a house of three bedrooms or less _ ane 
is $14,900; it is $15,600 for four bedrooms or more; it is $12,000 for a unit 
kK in an apartment house. Re 


: Senator Rerp: $14,000 is not an expensive house today. 
Senator AsELTINE: $15,600 is the maximum loan? 

Mr. Hicnetr: $15,600 is the absolute maximum. 
Senator BurcHILL: No matter what size? 

Mr. Hicnett: That is the maximum. 

Senator Reip: Is the house value for the loan? 


Mr. HIGNETT: Yes indeed, because this is a house amortized on a Seer eee 
_ basis. 


by 


Senator Rem: I have known of some houses built and mortgaged over 
i 30 years. They will not last 30 years. 


q Mr. HicNEeTT: People said in 1945, 20 years ago, that the houses would ean 
- not last, and they look exactly the same now as when they were built. SNE 


Senator Rem: If you take out loans now over 30 years—it is not like the __ aM 
case of houses built 50 or 60 years ago. Present-day housing will not stand ~ NS eg 
up in the same way. SR “nn 
Senator Coox: On the other hand, houses built in 1945 are worth very A, 


much more now. 
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Mr. Hicnetr: Yes and in the case of those that we refer to as 25-year © 


or 30-year mortgages, the average life of the mortgage is 14 years. “ 
Senator Cook: In other words, they pay off? 
Mr. HIGNETT: Yes, they pay off. 
Senator WALKER: Very few last for 30 years? 


Mr. HIGNETT: Very few, but of those made for 30 years, the average life 
is 14 years. 


Senator Cook: Your standards are fairly high. 
Mr. HIGNETT: We keep them up. 
The ACTING CHAIRMAN: Shall clause 2 carry? 
Hon. SENATORS: Carried. . 


The AcTING CHAIRMAN: Shall clause 3, concerning extension of time for 
defaults, from six months to twelve months, carry? 


Hon. SENATORS: Carried. 


The AcTING CHAIRMAN: Shall clause 4, investments by corporations, 
carry? 


Hon. SENATORS: Carried. 


The AcTING CHAIRMAN: Shall clause 5, loans from non-profit corporations, 
section 164, carry? 


Hon. SENATORS: Carried. 


The ActTING CHAIRMAN: Shall clause 6, advances out of the consolidated 
revenue fund, carry? 


Senator REID: It says “reimburse the corporation for losses sustained’? 


Mr, HigNett: C.M.H.C. has never suffered losses. If they did, this provides 
for a reimbursement of the loss. 


Hon. SENAToRS: Carried. 


The ActTING CHAIRMAN: Shall clause 7, including sections 23, 23a, 23B, 


23C, 23D and 23E, which have been explained by Mr. Hignett, and section 23F, 
carry? 


Hon. SENATORS: Carried. 
The AcTING CHAIRMAN: Shall clause 8, which has also been explained by — 
Mr. Hignett, carry? 


Hon. SENATORS: Carried. 
The Acting CHarrman: Shall clause 9, definition of “public housing agency”, — 

carry, including section 35B, 35c, 35D and 35x? 
Hon. SENATorS: Carried. 


The AcTING CHAIRMAN: Shall cause 10 
and university housing projects, carry? 


Hon. SENATORS: Carried. 


The ActTinc CHaIRman: Shall 
ects, including section 36B, carry? 


Hon. SENATORS: Carried. 


The AcTING CHAIRMAN: Shall clause 12, expenditures to b 
.consolidated revenue fund, carry? 


, defining charitable corporations — 


clause 11, loans for university housing proj- — 


e paid out of the 4 


BANKING AND COMMERCE | | eal 


_ Hon. SENaToRS: Carried. | 

_ The Actinc CHarrMaNn: Shall clause 13, concerning loans for sewage 
treatment projects, carry? 

_ Hon. Senators: Carried. 


ee The AcTING CHAIRMAN: Shall clause 14, the extension from 1965 to 1967 
2 of sewage projects to benefit by the 25 per cent, carry? 


Hon. SENATORS: Carried. 
The AcTING CHAIRMAN: Shall clause 15, dealing with section 36c, carry? 


q Senator WALKER: That is the point where we are inserting the word “‘it’’ 
_ to make it clear. 


Hon. SENATORS: Carried. 


The AcTING CHAIRMAN: Shall clause 16 authorizing that where loans are 
_ not available the corporation may lend, carry? 


Hon. SENATORS: Carried. 
| The ActTING CHarIrRMaN: Shall the title carry? 
3 Hon. SENATORS: Carried. : 
The AcTING CHAIRMAN: Shall I report the bill without amendment? 


a Senator BuRcHILL: May I just go back to clause 6, the increase in the 
_ advance from the consolidated revenue fund to $2.5 billion, Did I understand 
_ you to say that at the present time you were using $1.9 million? 


Mr. HIGNETT: $1.9 billion, sir. 


; Senator BURCHILL: It is a revolving fund, is it not? What about the pay- 
ments that come back?. 


+ 
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4 Mr. HIGNETT: The payments that come back to the corporation go directly 

_ to the Receiver General. If we had a revolving fund of $2 billion, it would 
never be necessary to go back to Parliament again. This does not revolve at 

all. When we have reached the limit of our authority to commit, we must come 

__ back to Parliament and seek an additional fund. All of the money that is 

repaid to us as a result of our lending operations goes directly to the Govern- 
ment. 


Senator BURCHILL: In order to get the balance, the amount of actual money 
that is being used in housing, you must get credit for what is returned? 


Mr. HIGNETT: In terms of cash drawn on the Government, if we made 
_ direct loans of $300 million this year, we would likely repay to the Govern- 
‘ ment $200 million on loans and interest flowing into the corporation. That is 
_ paid over to the Government. We would borrow $300 million from the Govern- 
- ment at the same time, so we are repaying and borrowing. From the Govern- 
- ment’s net position, providing $300 million to C.M.H.C. this year would probably 
- require about $100 million in cash, but nevertheless in the bookkeeping we 
pay in every cent that we take in, to the Government, and borrow every cent 

we lend. 


Senator BURCHILL: To clarify in my mind this $1.9 billion you speak of, 
- is that the total advanced by the Government since the Housing Act was 
_ passed? 
a Mr. HIGNETT: For the purpose of making any N.H.A. loans to home owners. 


Senator Barrp: In other words, you have not a true balance sheet there? 
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Mr. Hicnert: It is not intended to be a true balance sheet. 


Senator Batrp: Just the same, it is rather misleading to the public. You — 


have done better than you show, in other words? 


Mr. HicNETT: Our annual report would indicate the amount of money we © 
owe to the Government on December 31 each year, and it certainly is not— 


Senator BURCHILL: But this will keep on. nM 
Mr. HIGNETT: This figure will keep rising. 


¥ 
al 
a 


Senator WALKER: How much of the $1,960,000,000 has been repaid, approxi- | 


mately, Mr. Hignett? 
Mr. HIGNETT: I would guess about $400 million, sir. 


Senator WALKER: All this indicates, and I think it states also, is that the 
minister may out of the Consolidated Revenue Fund make advances “not 
exceeding”. He has already made advances up to almost $2 billion, and you 
want permission to make advances for another half a billion dollers? 


Mr. HIGNETT: That is right. 


Senator WALKER: But, of course, everything advanced is eventually repaid. 
I think the senator makes a good point, that it is not clear to the public. You 
really have out on loan now, $1,960,000,000 because at least $400 million of that 
has been repaid; isn’t that correct? 


senator BURCHILL: That is the point. 

Senator WALKER: It is a bit misleading. 

Mr. HIGNETT: Our financial statement and report indicate our true position. 
Senator HUGESSEN: How much have you actually outstanding? 

Senator WALKER: It is $1.5 billion. 


Mr. HicNETT: I have the annual report here, sir. $1,652,881,762. That is 
the amount that we actually owe the Government at December 31 last. 


Senator HUGESSEN: Out of a total of $1,950,000,000 I think you said? 


Mr. HIGNETT: Yes, roughly. Actually, the total assets of the corporation 
are $2,690,000,000. I think we have the dubious distinction of being the only 
government corporation that owes more to the Government than the CNR 
does. 


Senator WALKER: And yet your ratio of losses has been infinitesimal? 
Mr. HIGNETT: Yes, virtually negative. 


Senator WALKER: And so you haven’t lost anything, because you are 
insured? 


Mr. HIcNETT: No. All our lending since 1954 has been insured, so the 
likelihood of loss is very remote. 


The AcTING CHAIRMAN: Thank you, Mr. Hignett, for your presentation to 
the committee. 


Senator WALKER: I join you, Mr. Chairman. The witness has made an 
excellent presentation. 


Mr. HIGNETT: Thank you, sir. , 
The committee thereupon concluded its consideration of the bill. 
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Director, Vancouver, B.C. 
APPENDICES: 


“BY Brief submitted by R. W. Bonner, Q.C., Attorney General of British | 
Columbia. ae art 
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The Honourable Senators: 


Aseltine Gershaw Paterson 

Baird Gouin Pearson 

Beaubien (Bedford) Hayden Pouliot 

Beaubien (Provencher) Hugessen Power 

Blois Irvine Reid 

Bouffard Isnor Robertson (Shelburne) 
Burchill Kinley Roebuck 

Choquette Lambert Smith (Kamloops) 
Cook Lang Taylor (Norfolk) 
Crerar Leonard Thorvaldson 

Croll Macdonald (Brantford) Vaillancourt 
Davies McCutcheon Vien 

Dessureault McKeen Walker 

Farris McLean White 

Fergusson Molson Willis 

Flynn Monette Woodrow—(50). 
Gelinas O’Leary (Carleton) 


Ex officio members: Brooks; and Connolly (Ottawa West). 


(Quorum 9) 


ORDER OF REFERENCE 


g _ Extract from the Minutes of the Proceedings of the Senate, Tuesday, June 
q 9th, 1964. 
“Pursuant to the Order of the Day, the Senate resumed the debate on the 
- motion of the Honourable Senator Farris, seconded by the Honourable Senator 
_ Beaubien (Provencher), for second reading of the Bill S-20, intituled: “An 
Act to incorporate Bank of British Columbia’. 
After debate, and— 
The question being put on the motion, it was— 
Resolved in the affirmative, on division. 


The Bill was then read the second time, on division. 


: The Honourable Senator Farris moved, seconded by the Honourable Sena- 
tor Beaubien (Provencher), that the Bill be referred to the Standing Com- 
mittee on Banking and Commerce. 


ae 


The question being put on the motion, it was— 
Resolved in the affirmative.” 


JOHN F. MacNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 


4 | WEDNESDAY, July 22nd, 1964. 


} _ Pursuant to adjournment and notice the Standing Committee on Banking 
_ and Commerce met this day at 9.30 a.m. 


; Present: The Honourable Senators: Hayden (Chairman), Aseltine, Beau- 
yi bien (Bedford), Beaubien (Provencher), Blois, Bouffard, Burchill, Cook, Crerar, 
_ Croll, Dessureault, Farris, Fergusson, Flynn, Gelinas, Gershaw, Gouin, Huges- 
sen, Irvine, Isnor, Kinley, Lambert, Lang, Leonard, Macdonald (Brantford), 
_ McCutcheon, McLean, Molson, O’Leary (Carleton), Paterson, Pearson, Pouliot, 
_ Power, Reid, Roebuck, Smith (Kamloops), Taylor (Norfolk), Thorvaldson, 
_ Vaillancourt, Walker and Willis—(41). 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. | 


On Motion of the Honourable Senator McCutcheon it was RESOLVED to 
- report recommending that authority by granted for the printing of 800 copies 
in English and 300 copies in French of the proceedings of the Committee on 
1 Bill S-20. 


Bill S-20, “An Act to incorporate Bank of British Columbia”, was read and 
considered. 


3 The following witnesses were heard: 


The Honourable W. A. C. Bennett, Premier of British Columbia; 
The Honourable R. W. Bonner, Q.C., Attorney General of British Colum- 
bia; The Honourable L. R. Peterson, Q.C., Minister of Education and Min- 
ister of Labour of British Columbia; Mr. E. M. Gunderson, Provisional 
Director. 


On Motion of the Honourable Senator Croll it was RESOLVED to print as 
appendices to today’s proceedings the following: 


“A” Brief submitted by Premier Bennett of British Columbia. 
“B” Brief submitted by Attorney General Bonner of British Columbia. 
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At 12.30 p.m. the Committee adjourned to the rise of the Senate this day. 
At 3.45 p.m. the Committee resumed consideration of Bill S-20. 

The Committee postponed further consideration of the said Bill. 

At 5.35 p.m. the Committee adjourned until 8.00 p.m. this day. 

Attest. 


F. A. Jackson, 
Clerk of the Committee. 
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THE SENATE 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 


EVIDENCE 


Ottawa, Wednesday, July 22, 1964. 


The Standing Committee on Banking and Commerce, to which was referred 
Bill S-20, to incorporate Bank of British Columbia, met this day at 9.30 a.m. 


Senator SALTER A. HAYDEN (Chairman), in the Chair. 
The CHAIRMAN: Senators, it is 9.30. I call the meeting to order. 


The committee agreed that a verbatim report be made of the com- 
mittees’ proceedings on the bill. 


The committee agreed to report. recommending authority be granted 
for the printing of 800 copies in English and 300 copies in French of the 
committee’s proceedings on the bill. 


The CHAIRMAN: Before we get down to the business of the meeting, there 
are one or two things I would like to say, if you will bear with me for about 
two and a half minutes. 

This is the first meeting of the Banking and Commerce Committee to con- 
sider a banking bill since there developed quite a spread in the newspapers 
in relation to the kind of consideration that was being given to these banking 
bills that up to that time had been before this committee, and also to the effect 
that four of the senators were directors of chartered banks. I think one of the 
articles suggested the bills were being held back in the Senate, and earlier in 
the article it had discussed the effect of four members of the Senate committee 
being directors of banks. I think the connotation in which those remarks 
occurred might lead to the interpretation or the inference that it was because 
these four senators were directors of banks that these bills were being held 
up in the Senate. 

First, I want to assure you—and I think you accept it and know it without 
my telling you—that there has been no attempt to hold up these bills. For 


- instance, the bill which is before us this morning: at the request of the sponsor 


I agreed on July 7th as a date for hearing; that was not satisfactory. Agreed 
on July 15th; that was not satisfactory. Counsel for the promoters of this bill 
was in touch with me and suggested the 22nd as a date which would be 
convenient for those who wished to appear as witnesses. I said, “Fine. You 
are No. 1 on the list for July 22nd.” 

So far as the Bank of Western Canada is concerned: we have heard all the 


- evidence; we have passed all the sections of the bill; and the only item of the 


bill that stands is the preamble. When we came to consider that there was a 
motion in this committee that consideration of this item stand until we had 
heard the evidence on the other bills. So it has stood, and it has appeared on 
the agenda of the committee meetings of the Banking and Commerce Committee, 
and it has been open to the sponsor of the bill at any time to move that the 


_ preamble be now considered. 


The third bill, the Laurentide: all the evidence has been concluded on 
that, and in view of the motion which was made in committee in relation 
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to the Bank of Western Canada that one has been standing until this evidence | 
would be heard here today. I can assure you, as far as the plan of the chairman 
is concerned—and I think I speak for all senators—the consideration of all these 
bills will take place very promptly after we conclude the evidence on this bill. 

If I might take a further moment. I am a director, as you know, of a 
chartered bank. I am well aware of the provisions of our rules in the. Senate. 
I have no pecuniary interest in the subject matter of the bill before us’ whether 
directly or by arrangement, by understanding or in any other way, and I do 
not regard the fact that I am a director of an existing chartered bank as creating 
a pecuniary interest which would disqualify me from voting. There is no ground 
for disqualification in my attendance at the meetings of the committee of the 
Senate. Every member is entitled to attend meetings, but unless he is a member 
of the particular committee he cannot vote. I feel that in every respect I am 
entitled to be here. I intend to remain here, but only so long as I know I can 
remain impartial. If I should ever reach the stage of not being impartial, well 
then, if you don’t move, I shall move. Having said this, I wish to say that I do 
not think that anything that I have said can be looked upon as an admission of 
any kind. 

I come now to the question or the suggestion of conflict of interest. There 
is no rule in the Senate about that. And as I see it there is no conflict of interest 
in my being a director of a chartered bank and sitting as chairman of this 
committee. The practice here has usually been that the chairman only votes 
to resolve a tie. If he does not vote, whatever the motion is that has been under 
discussion and which has resulted in a tie is lost. We have had no roll call votes 
on the bills before us up to this time. I feel there is no impropriety, and nothing 
illegal in my being here, but I am more concerned about the good will and the . 
understanding of and the place the Senate takes in our parliamentary system 
that I am about making a vindication of my position. Therefore in the interest 
of not providing any additional ammunition for people with, shall I say, florid 
pens and fanciful imaginations on this so-called question of conflict of interest, 
I am not going to vote in committee, if a vote should be required at any time in 
dealing with this particular bill. 


Senator CROLL: Mr. Chairman, may I just in the interest of clarity ask a 
question. When you say we will promptly proceed with the two other billsxer 
gather by that you mean we will continue this afternoon or this evening if we 
conclude the hearing of this present bill. 


The CHAIRMAN: “Promptly” includes this afternoon and this evening. 


Senator Motson: Mr. Chairman, before we start proceedings I would like 
to make a statement. First, I would like to reiterate that I am a director of 
a chartered bank. I have stated this on many previous occasions in the Senate 
record and I think it is well known. Secondly, I wish to make clear that I 
am not in any way opposed to the creation of additional competition for 
the banks by the issuance of new bank ‘charters. It is my firm understanding 
and my belief that this is the position of the bank of which I am a director, 
the Bank of Montreal. 

It has been suggested that there might be a conflict of interest for a 
member of this committee to be a bank director, and with this I cannot 
agree. I serve on the committee in my capacity as senator and I regard my 
responsibilities very seriously. Senate rules preclude a senator voting on “any 
question in which he has any pecuniary interest whatsoever, not held in 
common with the rest of the Canadian subjects of the Crown’’. 

As I have no pecuniary interest in this bill I feel that I have every 
_Tight to vote as well as the right and duty to fulfil my functions as a member 
of the committee. As neither I nor my bank have any reservations to the 
creation of new banks, my only concern will be that of any senator who 


d our chamber are good bills—for the benefit of Canada and Canadians, 

- However, Mr. Chairman, in order to prevent any person from colouring 
or shading our proceedings, or using my participation for propaganda purposes 
-—no matter how far-fetched or ill-founded—I wish to state that I shall not 
vote on this bill. 


Senator BouFFARD: Like the chairman and Senator Molson, I am not going 
to vote on these bills, in order that nobody will think there is a conflict of 
interest because there is none. 


e Senator Cook: I am a director of a chartered bank, and a very junior 
_ member of this committee. In view of the comments of my honourable 
- colleagues I have also decided not to take part in the deliberations of this 
committee. 


Senator LAMBERT: I am not a director of any bank, and I have been a 
- member of the Senate for many years. I think the turning of this committee 
_ into an experience committee has been completely misdirected. I have pro- 
_ ceeded for many years on a certain basis, and I do so today. By that I mean 
_ that there are certain things about our honourable colleagues that we in the 
senate take for granted. 


The CHAIRMAN: Senator Farris, do you wish to speak? 


Senator Farris: Yes, Mr. Chairman. In the first place in regard to the 
discussion that has taken place this morning with respect to the conflict of 
' interest, I certainly have been no party to it, and as far as I know and 
_ believe the Government of British Columbia as represented by the Premier 
and other ministers have never made any suggestion of that kind. I don’t 
believe they have any suggestions of that kind to make. If they have, they 
have never said anything of that nature to my knowledge or to me. 

I should like to say just a word, and I would like you to take it as true 
when I say “just a word”, because I am not always that brief. I would like to 
clarify what I conceive to be the issues that should be considered at this time. 
First of all I should like to say that Premier Bennett is the first person I would 
like to hear making a statement, but before I do that, and I would emphasize 
this, after reading my reply in the Senate, I felt perhaps I didn’t clarify the 
issues as clearly as I should have done at that time. I would like to add one 
or two sentences now. You will recall Senator White expressed the idea that 
perhaps I wasn’t altogether in sympathy with the motion I was making. 
I must admit in reading my speech perhaps there was some ground for that 
remark. But there certainly is no ground for it in what I am about to say. 
First of all there are three issues, the first one concerning a western bank 
located in Vancouver with its head office in Vancouver. The question arises 
whether it is in the interest of Canada, and in developing that I would say 
that it is primarily in the interest of British Columbia, and anything that 1s 
in the interest of British Columbia is likely to be in the interest of all 
Canadians. Secondly, is it in the public interest to have a province, represented 
by a Government strongly supported by almost 41 to five members of the 
legislature—is it in the public interest to have that provincial Government 
give support to such a bank? Well, I strongly support that. I say first of all 
_ that it is in the interest of Canada that we have a western bank, and that is 
: no reflection on the banks existing, but it is a recognition of conditions that 
should be met. rugs 
In the second place I can see no harm resulting in any way whatever, 
and I have considered all the solutions I have heard in public and in private 
about this. I believe that there is nothing wrong with having support from 
’ a government which is an official government, and while I don’t support it and 
. I don’t expect to support it, I must say I regard Mr. Bennett as being an 


pts to see that, in so far as he is able, any bills passed by this committee 
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efficient and outstanding man of business. In that regard I must repeat that 
I consider it to be in the interest of British Columbia and in the interest of 
Canada to have a western bank and to have the Government of the province 
take some financial interest in the bank. It is in the interests of Canada to 
have a Western bank that has provincial backing, and in which the province 
takes some financial interest. , 

Senator White in his speech put undue emphasis on what I said: What I 
said was that if you are not in favour of the bank you should at least be in 
favour of the province’s jurisdiction in the matter of property and civil rights. 
The province of British Columbia should have a say in this matter as well as 
the Parliament of Canada which has duties to perform under the Bank Act. 

I have given my opinion, and I have had some experience in constitutional 
law. In my opinion the proper forum in which to settle any question as to 
whether British Columbia should invest in a bank—which is purely a matter 
of property and civil rights—is the legislature of the province. 

Mr. Chairman, there is one other matter that I would mention. This is a 
private bill, but it has wide public interest. I think that not only should every- 
thing be said here that can be said, but there should be provision that it be 
reported so that everybody will have the same opportunity of knowing what 
has been said, and to read what has been said, in the same way as they do in 
respect of important public bills. I ask you, Mr. Chairman, to give recognition 
to that statement. 

Now then, as the one who introduced and promoted this bill in the Senate 
I now will outline those who are here to support it. The Premier of the 
Province, Mr. Bennett, is here. The Attorney General of the Province is here, 
as is the Minister of Education and Labour. Four of the five provisional direc- 
tors are here. I do not suggest that they be called either individually or col- 
lectively, but they are here to answer any questions that may be put to them 
by the members of the committee. 

Mr. Bennett is prepared to address the committee as soon as I conclude 
this statement. After Mr. Bennett has spoken the attorney general will make 
a statement. What others will speak depends partly on how the matter 
develops after that. 

Mr. Chairman, may Mr. Bennett be asked to address the committee? 


The CHAIRMAN: Mr. Burke-Robertson, counsel for the petitioners, wishes 
to say a few words. 


Mr. W. G. BuRKE-ROBERTSON, Q.C.: Mr. Chairman and honourable sena- 
tors, you will recall during the course of the debate on second reading many 
senators showed concern over the interest of the province of British Columbia 
in the proposed Bank of British Columbia. It is because of this concern, and at 
the request of the petitioners, that Mr. Bennett, the Premier of the Province 


of British Columbia, and Mr. Bonner, the Attorney General, have expressed. 


their willingness to come to Ottawa to explain in person to this committee 
the true nature and extent of the province’s interest, not only in the proposed 
Bank of British Columbia but also in the establishment and development of 
chartered banks generally in the province of British Columbia. 

With your permission, I will ask Mr. Bennett to address the committee. 


Hon. W. A. C. Bennett, Premier of the Province of British Columbia: Mr. Chair- 
man, honourable senators and my colleagues, we realize that it is, perhaps, a 
little out of the ordinary that the premier of a province should appear before 
the Standing Committee on Banking and Commerce of the Senate to deal with 
the application for a private chartered bank, but I gladly do so because we 
liveina democarcy. I believe that the leader of a government should be willing 
at all times to state his position on behalf of his government on any matter 


ee 
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_ in which the government has a vital interest and which will have the effect 
_ of expanding the economy of the province, thereby contributing to the build- 
ing of this great dominion of Canada. 
I want to say how pleased I am that Senator Farris is piloting this bill 
: through the Senate. Senator Farris was born in New Brunswick. Although 
_ he comes from different political affiliations in that province, and different 
backgrounds, and still has in British Columbia different political affiliations, 
| I am very pround that he, as a New Brunswicker, as a British Columbian and 
as a Canadian, is piloting this bill. He has served his nation well. He is 
| a good product of his native New Brunswick. He served in the Provincial 
_ Legislature as attorney general in a Liberal administration. He is a great 
lawyer. He has had a lifetime career of public service. When we can find 
| in our country men of another political stripe, who have held strong political 
feelings, who are willing to sponsor a bill on behalf of a Social Credit Govern- 
ment of British Columbia, then it shows there is goodwill between all groups 
in this nation. That is a very important thing for us all. 

The reason I am here is because the word has gone abroad that this is a 
partisan political bank that is proposed, and I am here to answer that in a 

. humble way and to the best of my ability. I am here also to answer, to the 

best of my ability, any questions that may be asked. 

| I have with me the Attorney General of the province, the Minister of 
Education and Minister of Labour, the advisers to our Government in finance 
and in the attorney general’s department, and four of the five provisional 
directors. The fifth feels, as we all feel at times, not too well, and regrets his 
absence. 

I want to make it very clear that not only will the Government representa- 
tives address you, but I am informed by the provisional directors that they 
are willing to make any representations that you want to hear regarding this 
bank. They are willing to answer any questions that you might ask, and please 
feel free to ask any questions you like. They tell me they will be pleased to try 
to answer them. They are outstanding businessmen in the province of British 

Columbia. 

In case somebody says they are members of the Social Credit Party I will 

state here that that is not true. Mr. Gunderson was a former director of the 
Bank of Commerce, and he may be a member of the Social Credit Party, but I 
have never seen his card. When I chose him to be Minister of Finance in 1952 
and went into his office the only picture I saw there was one of one of the great 
statesmen of Canada, Mr. St. Laurent. I told him that he did not have to turn 
that picture over in order to serve the Province of British Columbia because 
our Government would be a strictly nonpartisan government. 

) I can go down through the record to show that the former Chief Justice 

of the Province of British Columbia had been a Liberal attorney general, 

and he left the Bench in order to be an adviser to this government on forestry 

matters—a most important industry. 

I can show too that we appointed to the Energy Board which is so impor- 
tant to British Columbia and to Canada, the Honourable James Sinclair, a 

- former Liberal Cabinet Minister in Ottawa. He was surprised to find he was 
appointed, and thought that one of his Liberal friends was playing a joke 
on him. . 

Dr. Angus was appointed as head of our Public Utilities Commission. He 
was a professor at the University of British Columbia. He has criticized Social 
Credit principles, and yet he was appointed head of the Public Utilities Com- 
mission. 

I can go on down the list. So far as the other provisional directors are con- 
cerned, none of them are Social Crediters. We seek only in our province to see 


— 
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first that the man has the qualifications, the ability and the drive necessary f 
the job, and at no time do we consider his party affiliation. This is true with) =) 
respect to the provisional directors. aif 

There have been suggestions in the press about the Senate and about ie 
our provisional directors. I want to join with the members of the Senate in 
saying that these articles are completely unfounded. : 

I and the two ministers will present briefs, and then we will invite ques- 
tions after each of us has spoken. Honourable senators may interrupt us if they 
wish, or wait until we have spoken. 

Senator CROLL: Are copies of the brief available? 

Hon Mr. BENNETT: Copies of the brief will be made available almost im- 
mediately. 

Mr. Chairman and honourable senators, I appreciate the opportunity of : 
appearing before your Standing Committee on Banking and Commerce to sup- . 
port, on behalf of the Government of British Columbia, the application of five : 
outstanding and experienced Canadians for the incorporation of the private 4 
Bank of British Columbia. 

Perhaps you are wondering why the Premier of the Province is appearing 
before you in support of a bill to incorporate a private bank. I do so whole- 
heartedly on behalf of the people of British Columbia to assist them in setting cm 
up a large financial institution with its head office in the Province of British 
Columbia. oo 

From the beginning of the idea to form a Bank of British Columbia 
with its head office in the City of Vancouver, the only interest of the provincial 
government in the matter has been to support the principle, and to attempt 
to ensure its development on a sound financial and businesslike basis. To this 
end the Legislature of British Columbia authorized the provincial Government 
to purchase shares in a privately-chartered bank with its head office in the 
province. As is customary in this type of legislation, a limit was imposed— 
in this case not more than 25 per cent of the share capital. This authorization is 
not contained in the bill under discussion to charter the bank. I mention it, 
however, as it has given rise to the charge that this is a “government bank” 
or a “political bank’’. 

Here I want to say that the only bank in Canada that could be a political 
bank would be a central bank, not a retail bank such as a chartered bank. 
I remember, back in the 1930’s, when we did not have a central bank in 
Canada, the cry was that if the Government set up a central bank it would be 
a political bank. I remember my namesake from my native province, New © 
Brunswick, when he brought the Bank of Canada into being, was criticized 
for tnis so she’ set. it up so that half the directors could be elected by the 4 
shareholders and half by the Government. The shares were sold across Canada. _ 
That is many years ago and I was much younger then than I am now. I, with 
many other Canadians, bought those shares, but the limit we could receive was 
15 shares, maximum, so great was the demand for those shares. Later, in his — 
wisdom, the next Prime Minister, the Right Honourable Mackenzie King, 4 
changed that and made it a complete Government bank, with all the power ~ 
to issue money and so forth. But all the talk and the charges that it was a 
political bank are not heard today, and I think it is the best central bank 
in the whole world. The Bank of British Columbia will of course co-operate at 
all times with the central bank. The chartered banks today, following the 
setting up of the Bank of Canada, are retailers who sell, the same as others, ~ 
the merchandising of any commodity. “4 


) een teae in view of ‘the tremendous support evidended ae our citizens, 
this bank, the Government of British Columbia will not purchase more than 
0 per cent of the shares—I emphasize, “not more than 10 per cent of the 


shares.” 
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ea want to emphasize that the Bank of British Columbia will be a private 


_ chartered bank. We are all aware that regulations and controls concerning the — 


shareholders and the operations of chartered banks in Canada are contained in 


_ the Bank Act. British Columbians recognize that the Parliament of Canada has 
_ the control of such matters and they have confidence in phrenin to to regulate _ 
~ uniformly for all Canadians. 


I can assure you that the Government of the Province of British Columbia | 


_ has only one desire in supporting Bill S-20, that is, to see a large bank incor- 
_ porated, with its head office in the province, and developed and operated on 
sound business and financial principles. 5: 
As Premier, I am convinced it is urgently required and wanted by the baa: 
_ people of the Province of British Columbia. 


The bill itself contains five principles for your consideration. One, the 


name, the Bank of British Columbia. It honours one of our ten provinces, as 


does the name “Bank of Nova Scotia”’. | 
Two, the location of the head office in the City of Vancouver, the largest 


_ city in British Columbia and the third largest city in Canada. This city has now 


reached a financial stature of its own, being the largest metropolitan centre west 


_oOf Toronto and it is an appropriate location for the direction of a large bank 


dealing mainly in western matters. 
Three, the capitalization of $100 million. That is the third principle. This 


sum exceeds the maximum for incorporation set out in the Bank Act and 
indicates that the provisional directors are convinced that the ability of the 


new bank to be successful, to achieve a responsible position among Canadian 


_ banks, and to avoid amalgamation, depends on adequate financial resources at 


the start of business. 

Four, the names of the provisional directors; they are all well known 
and respected businessmen of the province. We will supply all the senators 
in the committee today a full rundown of the whole history of each of these 
directors. I think every senator will agree that they are outstanding Canadians, 
outstanding businessmen and that they have something to offer the bank— 
each one of them. Of course, these five provisional directors have to go up for 
election by the shareholders when the bank is formed, the same as any other 
directors. As well, there will be more directors elected at the meeting of the 


shareholders. I repeat that any information you wish concerning their back- 


ground or business knowledge will be made available. 

The fifth principle is the qualification that no non-resident of Canada 
may be issued shares in this bank or may become a director. The bank is to 
be owned and operated exclusively by Canadians. In addition, the bill sti- 
pulates very clearly that the proposed bank—and I quote—‘“shall have all the 
powers, privileges and immunities and be subject to all the liabilities and 
provisions set forth in the Bank Act’. 

Mr. Chairman, surely no Canadian can object to any of these provisions 
or principles? Honourable gentlemen, the form and content of this bill are 
straightforward and within the law. My Government sought the authority of 
the Legislature before and not after presentation of this bill to the Senate. 
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May I discuss, therefore, Mr. Chairman, the basic implications of this bill a 
which explain why the Government of British Columbia supports the petition — 


of the provisional directors for this private bank charter. The compelling 
reasons for this bill are geographic, economic and social. Canada has a greater 
area than any other country in this hemisphere and is the second largest 
in extent on earth. The vision of the Fathers of Confederation of a nation 
stretching 3,000 miles ‘from sea to sea” and covering almost half the land 
area in the northern part of the western hemisphere, was phenomenal 100 
years ago, but it was achieved. 

While British Columbia has 10 per cent of the national land area, (17 per 


cent, excluding the Northwest and Yukon Territories,) it is the third of the | 


provinces in size and population and greater in land area, excluding lakes, 
than the Province of Ontario. British Columbia is one-sixth larger than the 
combined area of the United Kingdom and France, and is about equal to 
the combined areas of the States of Washington, Oregon, California and New 
York. 

Of more import is the fact that our major financial community 
of Vancouver is two-third of a continent away from the principal Canadian 
financial centres of Toronto and Montreal, where four of the five head offices 
of our national private banks with branches across Canada, are located. The 
fifth chartered bank with nation-wide branches has its principal office in 
Halifax, which is closer to London, England or to Paris, France than to 
Vancouver, British Columbia. 

In fact, Vancouver is farther away from the head office of a chartered bank 
than any other city of comparable size in the whole free world. 

Gentlemen, I mention these facts of geography because they are fun- 
damental and fixed. In spite of rapid communication and transportation today, 
the great distances between, and varying local environments of the different 
regions of Canada, influence financial decisions of our private Canadian 
bankers. That is no criticims. Who will seriously question that all men are 
conditioned by their local environment, in a widespread federal nation where 
each economic region is an empire in itself, seeking adequate credit to 
achieve maximum economic growth? 

Let me be more explicit. The majority of the directors of the five chartered 
banks with branches across the nation, their policy committees and their top 
executives, which control day to day decisions and operations, are from eastern 
Canada. The Government of British Columbia believes that the national strength 
and conscience of a federal nation must flow from the sum of all its regions. 
This has been the historical experience in the United States, a similar 
continental nation. Honourable senators will recal] the history of the Bank 
of America, with headquarters in San Francisco, which has played a prominent 
part in the development of the western United States. 


The economic reasons in support of a private chartered bank in British © 


Columbia are strong, because Canada basically has five distinct business regions. 
This fact is fully accepted, and the Dominion Bureau of Statistics publishes 
indices of business activity for each of the Atlantic, Quebec, Ontario, Prairie 
and British Columbia Pacific regions. Yet there are head offices of our chartered 
banks in only three of those regions— the Atlantic, Quebec and Ontario regions, 
or in three of the five. 

As there is a head office of a chartered Canadian bank in Halifax, it is 
appropriate to compare 1963 national economic data, which strongly suggests 
there are more business reasons for the head office of a large chartered bank 
in Vancouver. 
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Boy In this brief, a copy of which has been given to each senator, table 1 
~ compares the 1963 population and business activity in the Atlantic provinces 
and British Columbia as follows: 


TABLE 1.—1963 POPULATION AND BUSINESS ACTIVITY IN THE 
ATLANTIC PROVINCES (NOVA SCOTIA, NEW BRUNSWICK, NEW- 
FOUNDLAND, AND PRINCE EDWARD ISLAND) AND BRITISH 


COLUMBIA. 
Per-cent 
British Columbia 
Item Four Atlantic British Greater (Less) 
Provinces Columbia than Atlantic 
Provinces 
Population, June, 1963 (000) .... 1,958 1,695 (—13.4) 
Mavoursorce (000 inte ch. eos 601 616 25 
Labour income ($ millions) .... 1,445 2,248 55.6 
Capital investment ($ millions) . 957 1,382 44.4 
Factory shipments ($ millions) .. POO. 2,463 134.1 
Inetalesales, (S milhons yi... 00... . 1,560 1,888 21.0 
Cheques cashed ($ millions) .... 7,406 25,070 238.5 


a) ee a EE 


Source: Dominion Bureau of Statistics. 


It is one of the historical twists of fate that British Columbia did not 
achieve sufficient relative importance in the Canadian economy before the 
trend towards concentration of assets in a decreasing number of Canadian 
chartered banks commenced. Compared to the three eastern regions, British 
Columbia is a relatively young economy. When the Montreal City and Dis- 
trict Savings Bank was founded in 1846, there was a handful of fur-traders 
in British Columbia. At Confederation, British Columbia with 36,000 persons 
had slightly less than 1 per cent of the national population. British Columbia 
did not exceed the population of Prince Edward Island until 1901, of New 
Brunswick and Newfoundland until 1911, of Nova Scotia until 1921, of Mani- 
toba and Alberta until 1941, and of Saskatchewan until 1951. British Columbia 
reached 5 per cent of the total national population in 1911 and 8.9 per cent in 
1961. The population of British Columbia is 50 times greater today than at 
Confederation, while in the same period the population of Ontario and Quebec 
increased less than three and four times respectively. 

Does the present level of economic activity and its more recent growth in 
the Pacific region as compared with progress of the nation support a charter 
for the Bank of British Columbia? The answer appears strongly in the affirm- 
ative. ‘ 
Let us look at some comparisons as given in Table 2. In the 12 years from 
1952 to 1963 British Columbia increased its share of national population from 
8.3 to 9 per cent, of labour force from 8.4 to 9.1 per cent, of personal income 
from 9.9 to 10.1 per cent, of factory shipments from 7.8 to 8.5 per cent, and 
of foreign exports from 11.3 to 15.6 per cent. British Columbia retained between 
1952 and 1963 its 11-per-cent-share of national capital investment and 10.2 
per cent of retail sales—both well above its share of national population. 
For all these growth factors, the relative progress of British Columbia in 1963 


exceeded that of the rest of Canada. 
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| i ett TABLE}2, _GROWTH IN BUSINESS ACTIVITY. oF B 
aN COLUMBIA AND CANADA, 1952 TO 1963. 
Percentage P *% 
afoentaees 
1952 1963 Sen Growth, 1963 fe 
Per bi Per 
Cent Cent Rest 
B.C. of B.C. of B.C. of B.C. 
Canada Canada Canada vt 
Population, June 1 (000).... 250.00, 1,208 do, B53. \ 1, 608 9.0 41 30| 2.2 
Wabourrorce, (O00) a. Shue wireie ens 447 8.4 616 9.1 38 26 2.8 
Personal income ($ millions)....... 1,728 GOON Mecenka 10.1 92 88 6.6 
Capital investment ($ millions).... 811 Pehl he B82 11.0 70 i ie 
Factory shipments ($ millions)....| 1,332 PLB. 2° AG8 8.5 85 69 10.8 
Retail sales ($ millions)........... (Wea ear LOZ 1,888 10.2 60 60 ire: 
Foreign exports! ($ millions)....... 486 Li 3 1,059 15.6 118 oy 13.6 


1 Hixport of products produced in British Columbia and exported through all Canadian customs ports. | 
Source: Dominion Bureau of Statistics and British Columbia Bureau of Economics and Statistics 


While these figures are there, we are in a different period now in British | 
Columbia. Only today the Montreal Gazette quoted that British Columbia is : 
starting a great new period of expansion; and because of that—because of these — iq 
two great river hydro-electric plants and pulp and paper mills and chemical 
plants, and people moving into our province, we must have additional bank 
facilities on a retail basis. 

Of great importance to the Canadian economy is the increasing proportion — 
of national foreign exchange earnings produced by exports of British Columbia — 
products. Between 1952 and 1963, foreign shipments of British Columbia goods | 
rose from $486 million to $1.06 billion, up 118 per cent, while those of the rest 
of Canada increased by only 51 per cent. In 1963 the 9 per cent of Canadians 
in the province produced 15.6:per cent of national foreign commodity exports. 

It is well known that Canada is a major world exporter of goods. However, 
it is less well known that 1963 British Columbia merchandise exports were 7 
equivalent to 23.6 per cent of its gross provincial product while the rest of then . 
nation exported only 14.9 per cent of its gross product (see Table 3). In other 
words, British Columbia is 58 per cent more dependent on world markets for it 
eroad than the rest. of Canada. 4 

With respect to interprovincial trade, British Columbia iMpoits of products : 
of Ontario and Quebec have an annual value of about five times the yearly By 
worth of British Columbia goods shipped to the central Provinces. a 

Thus British Columbia has basically different trade patterns than the 
rest of Canada and, in particular, than Ontario and Quebec, where management ~ 
of our chartered banks is concentrated. The Pacific region is a greater per capita — 
exporter of its goods to open or world markets: 75 per cent of our lumber, pulp, iq 
and paper and up to 90 per cent of our minerals are shipped to foreign matkeng 
British Columbia in 1963 was a greater earner of foreign exchange ($624.48 — 
per capita)—so vital to our international solvency—than the rest of Canada , 
($333.67 per capita). British Columbia buys its manufactured goods largely © 
from Ontario and Quebec, which are protected sources of goods for the captives 

- British Columbia market. | 
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r’ a 3.1963 EXPORTS OF BRITISH COLUMBIA AND CANADIAN GooDs AS A 
tafe or PS, PROPORTION OF 1963 GROSS PRODUCT (INCLUDING SERVICES). 


| Gross 


VWatusiar Provincial | Exports as a 
‘age Pooh Merchandise | OF National | per Cent of 
hore pare AE Exports Product Gross | 
Res (Including Product 
Services) 
ere -Columbia @ millions)... ik eee 1,058.5 4,484 23.6 
: per Vest RELATES CON DCS cy US a esa om Ce ea 624.48 2,645.73 
Bat Restor Canada ($ millions)... .......2.---.ehecoce sees bees 5,739.5 38, 523 14.95 
ee CHOSE Pcie nD Ld OD ced ae el sek ake Co hee eed ee a db leg she bys 333.67 2,239.58 
ee a a TT IONS) LaMar ses ha kph caer he cae geek areas vos 6,798.5 43,007 15.8 
TREN PECAN CA Le Ae AN Tek aiae idl wip idiera OE, x ara) ged pal os a 359.79 2,275.98 


June 1, 1963, population: British Columbia, 1,695,000; rest of Canada, 17,201,000; Canada, 18,896,000. 


SouRcr:— 
National: Dominion Bureau of Statistics— National Accounts, 1963. 
Provincial: Gross British Columbia product—Estimates, Provincial Department of Finance; 
foreign exports—Bureau of Economics and Statistics. 


Here I want to stress that anything that can be done to encourage and 
assist development in British Columbia greatly assists the rest of Canada. 
The realities of British Columbia’s international and national trading 
_ positions, which differ so much from those of Ontario and Quebec, justify the 
Bank of British Columbia with principal office in Vancouver to service 
effectively our distinctive trade needs. 
a We are on the Pacific rim. The Attorney General will have more to say 
about that. It is a great new trading area, and so important to Canada as a 
nation. | 
f Japanese businessmen refer to British Columbia as the “California of 
- tomorrow.” We say that British Columbia is the “California of Canada today.” 
Although our economy is much younger than Eastern Canada, and as significant 
as our progress has been in making an increasingly worth-while contribution 
in recent years to the progress of Canada, British Columbia is only on the 
verge of making its maximum and appropriate contribution to national growth. 
I say appropriate because in terms of our physical resources, and the vitality 
and optimism of our labour force, British Columbia is now in a position to 
- provide more for a greater Canada than California has for the United States. 
Here are a few facts of our current progress. Work is already well advanced 
on the Peace River hydro-electric project and major contracts will be awarded 
by fall on the Columbia River dams, involving total outlays for generation and. 
- transmission of power over the next ten years of more than $1 billion. These 
two electrical projects in British Columbia will add 4.1 million kilowatts of firm 
electricity, being twice installed capacity added in the last decade and 13 times 
total current provincial facilities; and the standard of living in any country 
depends on the amount of energy available per capita. This amount of energy 
developed in British Columbia today is the largest amount of combined energy 
that has taken place in any place in the world. We ask that you encourage that 
development by granting this charter of the Bank of British Columbia. That is 
the reason the Premier is here today. 

In its forests British Columbia has 84 per cent of national softwood reserves 
of trees 10 inches and over in diameter. Provincial timber cut has climbed 
74 per cent since 1952, and the forest industry is being rapidly diversified and 
extended in the north. 1964 federal estimates of British Columbia capital 
' investment in plywood, pulp, paper, and lumber mills is $184 million—$3% mil- 
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proposed is a further $336 million. 

In natural gas British Columbia is self-sufficient and a major exporter, 
while provincial oil wells are supplying 50 per cent of our refinery needs. A 
major natural-gas transportation pipe-line is under construction to tap proven 
northern fields for export. 

In production of fertilizers, electrolytic pig iron, zinc, aluminum,. copper, 
and molybdenum, major plant construction is under way. A $55 million copper 
development near Stewart was announced this month. In commercial fishing 
British Columbia is first among the Provinces. Our specialized agriculture with 
its efficient units is increasing output. Our manufacturing shipments increased 
85 per cent since 1952. By 1975 the number of provincial residents is expected 
to reach at least 25 million and exceed 10 per cent of Canadian population. 

It is our view that the financial development of Canada should parallel 
that of the continental United States. British Columbia is in the same geographic 
and economic position in the Canadian economy as California is in the United 
States. United States banking policies permitted the Callforia-based Bank of 
America to achieve first place in world assets. The Bank of British Columbia will 
augment the growth, competitiveness, and effective service of the Canadian 
banking system. 

I have mentioned that three of the five national economic regions have head 
offices of chartered banks. | 

Mr. Chairman, I ask this question: what would be the view of eastern 
Canadians if all the head offices of the chartered banks were in British Col- 
umbia? They would most certainly feel their vital credit needs were not 
receiving first-class consideration and priority. If such a deficiency existed, 
they would contend, and properly so, that chartered banks with head offices 
in Toronto, Montreal, and Halifax were essential to meet their regional finan- 
cial needs. I am sure eastern Canadians would not be fully satisfied with services 
provided from branches and regional offices subject to distant head-office 
approval. 

Mr. Chairman, banking is a service industry. Bankers must have an inti- 
mate knowledge of the financial, credit, and commercial needs of regional 
commerce and industry. Senior executives should be attuned to the needs of 
local borrowers, local opportunities for investment, and able to make deci- 
sions quickly by proximity to head office. Bankers must have a hard-headed 
faith in the region based on an appreciation of past business achievements and 
reasonable prospects for profitable extensions. Only residents of a province 
usually demonstrate this balanced view. 

Mr. Chairman, out in British Columbia our early settlement was for gold 
in Barkerville. And we celebrated that centennial a few years ago. Barkerville 
in those early days was the largest centre north of San Francisco and west of 
Chicago, and people—investors and salesman—came from San Francisco up 
into Barkerville because money was flowing very freely. They tried to sell 
property which is now the City of Vancouver, of which we are all very proud. 
The old-timers tell me they would not buy any of this property which is now 
Vancouver because it was too far away from Barkerville. 

Wherever one lives is the centre of the world. I was in New York one day 
to secure some money to extend the Pacific Great Eastern Railway, which is 
now a very profitable railway and which sparked this whole northern develop- 
ment of power and forests. They said, “Oh, Mr. Premier, that is too far away.” 
There was a shortage of money in Canada at reasonable rates. Imagine Social 
Creditors going to Wall Street. They said, “It is so cold up there in Fort St. 
John and Dawson Creek.” This was in January. So I went back to the hotel, 


oe 
‘ 


lion every day. New investment in progress or about to commence at 10 pulp 
and paper plants exceeds $230 million, and new pulp and paper investment — 


-phoned home and found what the weather was like in Fort St. John. I came ~ 
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d awfully cold up there. You know, New York was only 10 degrees colder yester- 


_ day than Fort St. John.” I got the money for the railway. I hope we get the. 


_ private bank of British Columbia. 
: I repeat: Senior executives should be attuned to the needs of local 


_ borrowers, local opportunities for investment, and able to make decisions 


- quickly by proximity to head office. Bankers must have a hard-headed faith 
in the region based on an appreciation of past business achievements and 
_ reasonable prospects for profitable extensions. Only residents of a province 
_ usually demonstrate this balanced view. 

Mr. Chairman, there are also the social reasons for the Bank of British 
Columbia or those broadly relating to the public interest. It is in the public 
interest of all Canadians that the regional banking interests of British Colum- 
bia should be more adequately served and that competition between chartered 
banks should be increased across the nation. 

We have good support for that point of view. The 1964 Porter Com- 
mission Report, at page 563, warned in the following words against con- 
centration of private banking powers, and I quote. These are not my words; 
they are words found in the report: 

There is a danger that competition can be weakened by collusion or 
excessive concentration of power. This is particularly the case with the bank- 
ing institutions and we have therefore recommended in Chapter 18 that 
there be a prohibition on agreements between them with respect to lending 
and borrowing rates, and that this prohibition be supported by appropriate 
powers and penalties. 

To prevent undue concentration in the banking and financial system we 
have recommended that no banking institution be allowed to acquire more 
than a 10-per-cent interest in the equity or voting shares of any non-bank 
financial institution. 

That is where we get the not more than 10 per cent of the common 
stock of this private bank. Apparently, the banking commission in their 

inquiry thought not more than 10 per cent was a safe amount. We say that 


will be the maximum which the Province will invest either directly or 


indirectly in this bank. 
It must be of major significance to this Committee, Mr. Chairman, that the 
vast majority of British Columbians support this application for a large 
national chartered bank based in Vancouver. The Act of the Provincial Legis- 
lature permitting the citizens of British Columbia, through their Government, 
_ to support this bank, was passed by a majority of 41 to 5. What better indication 
could there be of the support of British Columbians for the new bank than 

this democratic action? 
This publicly supported application for a bank charter naturally reflects 


local pride. It also demonstrates the general conviction of residents of the 


- Province that British Columbia has achieved a stature in the Canadian economy 
to merit a distinctive banking institution fully oriented to its financial needs 
as well as those of all Canada. 

Until the Bank of British Columbia is incorporated under federal law, 
there will continue to be uneasiness and doubt that individuals, commerce, 
and industry in the Province are assured their fair share, at all times, of the 
pool of national credit available through the private banking system. 


Our businessmen are also convinced that Vancouver will not develop into. 


a fully rounded financial centre, capable of competing nationally with the 
more sophisticated financial services available in Montreal and Toronto, unless 
this large private bank is incorporated. ic 
There can be no better demonstration of the general support of the British 
Columbia public for the bank than the great number of individual requests 
21280—23 
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_ back the next day to see the bankers in Wall Street and said, “I agree it is. 
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received by investment dealers—and if anyone wants to see them and wants 
us to read them out we will read them out; they are unsolicited because we > 
have sold no shares, we will wait until the charter is granted—for common > 
stock when application for the proposed charter was announced. Other firm | ; 
indications of public support of this application are the petitions that have 
been signed—-and are being signed—by thousands of citizens of British Colum- 
bia. Nobody has paid five cents to get these signatures. | 

I wish to assure the committee that when this bill receives parliamentary 
approval—and I want to emphasize and repeat this: I wish to assure the 
Committee that when this bill receives parliamentary approval and before 
certification of the bank by the Federal Treasury Board, the name of the 
outstanding Canadian banker who will be president and chief executive officer 
will be announced by the directors. His name cannot, of course, be announced 
at this time, but the Treasury Board will have ample opportunity to con- 
sider his merits to operate the Bank of British Columbia. 

Honourable Senators, Bill S-20 meets all the provisions of the Bank 
Act. The Government of the Province of British Columbia supports this 
private bank incorporation and requests the approval of the Bill by your 
Committee for the major geographic, economic, and social reasons I hav 
emphasized. 

The Government of British Columbia will invest in this private venture 
because the successful launching of the Bank of British Columbia is of vital 
importance to the creation in Vancouver of a complete and mature financial 
market for the long-run benefit of the Province and of all Canada. However, 
the Province, as a small minority shareholder, will certainly expect the private 
bank to operate free of any political influence in concert with the other 
chartered banks and under the supervision of the Bank of Canada. 

I want to make it very clear that any government would be very stupid 
indeed to run a partisan bank or try to influence its operations or loans or 
anything else, because as soon as you gave a person a loan, he would think 
it was too small. The next day he would think the rate was too high, and. all 
people who did not get loans would blame the government and the govern- — 
ment would be thrown out of office. We may have political faults in our 
Government, but that is not one of them. That would be the most foolhardy 
thing that could happen. 

The Government of British Columbia will only benefit by the setting up 
of this bank politically if it is run on a nonpartisan and commercial basis. 
If it isn’t, there will be headlines, and the only way the Government will benefit 
is if it is run on a nonpolitical basis, as a sound private bank to increase the 
development of our own province and of all of Canada. That is why we are 
supporting this bank, because we feel that is what it will do. 

Also, Mr. Chairman, the outstanding figure in the Canadian banking field 
to be proposed—and conversations have taken place—as president and chief 
officer will of course insist on strict business practice and nonpartisan operating 
policies. No president of any chartered bank would allow partisan political 
influences. He would not stay as president one moment if he did so. I am sure 
every senator and every Canadian realizes that. We of the Government cer- 
tainly realize that. Therefore your support, Mr. Chairman, is urged. As British — 
Columbia enters the years of greatest economic growth in its history, we urge 
you to support this application for a private chartered bank with its head office 
in the City of Vancouver. 

I mentioned that our support in British Columbia is nonpartisan. I repeat | 
that, and I say that the only partisan thing about this bank is the criticism, _ 
the political criticism of the Government’s position. 

Already there are over 12,505 people who have signed this petition on 
a voluntary basis, and thousands more are anxious to sign it. A little later © 


a few of the names—just a few. I do this to show you that it is 
partisan, and to show that the businessmen, labour and agriculture, and 
members of all political parties support the bill, and the only criticism is 
political criticism on a very narrow basis. That is the reason why these people 


in British Columbia, because they do not represent public opinion in our 
_ province. They do not represent the Liberals, and they do not represent the 
_ Conservatives, because these people support us. Senator Farris says that he 


z is not a Social Crediter, but I will bet you that when he is in British Columbia | . 


he would vote for us. 
Now to give you some of these names that I mentioned: 


a 2 First of all there is Mr. J. R. Nicholson, Victoria Manager, Great-wéat i: 
_ Life Assurance Company; Mr. Harry Lou Poy, a Chinese merchant, probably 


one of the most prominent Chinese merchants in British Columbia. 
_. Then there is Stuart Keate, a newspaper publisher. I should say that two 


3 Vancouver Sun. And now here is the former publisher of the Victoria Times 
and now the publisher of the Vancouver Sun signing this petition. Later I 
shall read out the words of the petition. 


j Then there is Alfred A. Evans, a prominent Vancouver financier; John G. | 


é McIntosh, a prominent lawyer in Victoria; Mr. Gordon Cameron, a prominent 
lawyer. There is Mr. M. H. Mooney, a Victoria alderman. In regard to Mr. 
- Cameron, he was former Conservative president and a federal candidate. 


- most prominent Jewish merchants in our province. We have Mrs, Beth Wood, 
- former mayor of our first capital city, New Westminster; Mr. Leon Ladner, a 
prominent attorney in Vancouver, and in British Columbia he is known as 
Mr. Conservative’; Fred D. Mathers, a prominent businessman in Vancouver, 
and former national President of the Canadian Manufacturers’ Association. We 
have Mayor W. Angus, Mayor of North Vancouver; Fred J. Hume, former Mayor 
¢ of Vancouver, and another of British Columbia’s outstanding Liberals; Mr. Cap 
_ Capozzi, who is one of the most prominent Italians in our province; he is 
also a prominent businessman. And then we have George Mussallem in Haney, 
a prominent businessman. Those people who know businessmen in British 
| Columbia know that he is an outstanding businessman. 
| We have Mr. P. J. Brennan, commissioner of the village of Squamish. We 
have Mr. Charles Wills, a barrister and solicitor in Vancouver. Then we have 
Mr. George H. Riefel, president of Alberta Distilleries, and Mr. Jack M. Straight, 
a barrister and solicitor in New Westminster. There is Mr. H. Enemark, who is 


an alderman of the City of Prince George, and a Liberal campaign manager. — 


We have Dr. Wesley Munsie, President of the British Columbia Dental Associa- 


tion—all the dentists in British Columbia. There is Mr. Clarence F. Taylor, 


{ 

Reeve of the Corporation of Delta. And then we come to Mr. John Dunsmuir, 
: an outstanding Vancouver businessman and past president of the Pacific Nati- 
| 


onal Exhibition, Vancouver. We have Mr. W. C. Mainwaring, former Vice. 


President of the B.C. Electric Company Limited which was in private hands. 


While I mention that, if anybody would like to ask questions about this ~ 


subject I am here to answer such questions. I gather there was some discussion 

about it on second reading, and I am here to answer any questions thereon 
_ that might be asked. He is also, I understand, a director of the Laurentide 
_ Bank. Then we have Mr. Clarke Simpkins, former Mayor of the Municipality 
of West Vancouver, and a prominent businessman in Vancouver. There is 
Mr. W. J. Borrie, Chairman of Pemberton Securities and former President of 
the Pacific National Exhibition. He is an outstanding director of many com 
panies in British Columbia and indeed in Canada. There is Mr. Charles Brazier, 


who criticize my government have always been turned down by the electorate 


of our most severe critics in years past have been the Victoria Times and the  ~ 


Then there is Lawrence Mallek, a prominent merchant, in fact one of the m 
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a prominent lawyer in Vancouver and indeed one of the outstanding lawyers — 
in British Columbia. I am sure all lawyers on the committee will know about 


him. 

Then we have Mr. Don Cromie, former publisher of the Vancouver Sun 
and an outstanding Liberal. We have Mr. C. B. Delbridge, a Vancouver indus- 
trialist, and any Liberal knows he is an outstanding Liberal. Then there is 
Mr. Frank McMahon, chairman of the board and chairman of the finance com- 
mittee of Westcoast Transmission Company Limited. He is an outstanding 
industrialist and a director of the Royal Bank. These people all signed this 
petition. 

I read these signatures only to meet the criticism that this is a partisan 
political bank, and to show that this is not the case. If it were, these men would 
not have signed this petition. That is why I read out a few of the names on the 
petition. 

Then we have Mr. Walter Koerner, Chairman of Rayonier of Canada 
(B.C.) Ltd., a present director of the C.N.R., and a present director of the 
Toronto-Dominion Bank. Then we have Colonel the Honourable Clarence 
Wallace, C.B.E., E.D., K. ST. J. He is an outstanding industrialist, a great ship- 
builder, and a director of the Bank of Montreal. 


Senator Farris: And a former Lieutenant Governor. 


Hon. Mr. Bennett: A former Lieutenant Governor of the province, and one 
of our great citizens. Then there is the Honourable F. M. Ross, an outstanding 
Canadian industrialist in my native Province of New Brunswick. He is a 
Liberal and a former Lieutenant Governor of the province of British Columbia, 
and one of the very best we have had. He signed this petition. 

How can anybody say that this is a political bank? These men would not 
support it if it were. I have a note here containing a petition from Port Alice 
in the north part of Vancouver Island which is now being opened up. It contains 
147 names. It would be possible to get many more but time does not allow. You 
will notice that a cross-section of the citizens is represented—the union presi- 
dent, the top management of the company, Liberal supporters, French Canadian 
citizens, native citizens, Chinese Canadians, New Canadians, high school princi- 
pals and teachers. A petition like this should be ample proof that a good sample 
of the citizens of British Columbia are in favour of this move. 

What did these people sign? What is the petition? This is it. 


WHEREAS: Canada is now at a stage in her development when the 
public interest would be better served by the creation of new chartered 
banks; 


AND WHEREAS: the establishment of a large chartered bank with 
its headquarters in British Columbia and with its chief interest in the 
economic expansion of this Province would:— 

—greatly assist present business and industry to expand; 

—encourage the development of new secondary industry; 

—create new jobs and generally contribute to the future growth 
and prosperity of the people of this Province; 


AND WHEREAS: a bill to incorporate the Bank of British Columbia 
is now before the Senate: 


Now THEREFORE WE THE UNDERSIGNED do hereby petition the Senate 
and the House of Commons to approve the granting of a charter to 
the Bank of British Columbia at the earliest possible moment. 


Mr. Chairman, I want to thank you and your committee for the very 
' attentive hearing I have had. I appreciate it very much. I would ask that Mr. 
Bonner be now allowed to speak to you. 
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The CHarRMAN: The Honourable Mr. Bonner, the Attorney General of 


the Province of British Columbia. 


Hon. Mr. BENNETT: I will have the brief distributed now. 

Senator LEONARD: Could we have Mr. Bonner’s brief as well as Mr. Ben- 
nett’s? 

Mr. BURKE-ROBERTSON: It was proposed to distribute the briefs after both 
the Premier and the Attorney General had spoken. 

Senator LEONARD: We would like to have them now so that we can follow 


Mr. Bonner. 


Senator Farris: I would suggest that before Mr. Bonner is called upon 
an opportunity be given to honourable senators to ask any questions they have 
to ask of Mr. Bennett. 

Hon. Mr. BENNETT: Perhaps the questions should be left until after Mr. 
Bonner has spoken, because Mr. Bonner may answer some questions that hon- 
ourable senators have. 

The CHAIRMAN: Yes. 

Senator CROLL: I understand that the Premier had a brief. Is everything 
in the brief contained in the statements he has made to us, or are there other © 
points made there? 

Hon. Mr. BENNETT: Everything I said is in the brief, but I did make certain 
remarks “off the cuff” that are not in the brief. 

Senator CROLL: Perhaps, Mr. Chairman, in the interests of clarity, and 
for the matter of record, it would be a good idea if we printed both briefs 
in the record. 

The CHAIRMAN: We can do as we have done with other briefs; that is, we 
can have them printed as an appendix. Is it the desire of the committee 
to print these briefs as appendices to today’s procedings? 

Senator CroLu: Both briefs. 

The CHAIRMAN: Yes, both briefs. 

Hon. SENATORS: Agreed. 


(For briefs of the Honourable W. A. C. Bennett and the Honourable R. W. 
Bonner, Q.C., see appendixes A and B). 

Senator THORVALDSON: Senator Leonard mentioned a moment ago that it 
would be a good thing if we had the brief before us before it is given. I think 
in this committee we have always found it has been very useful to have the 
brief in front of us so that we can follow it, and see the print at the same 
time as listening to the speaker. If that is done I think it would be much 
easier to follow. 

The CHAIRMAN: Yes, that is going to be done. Now that the briefs have been 
distributed I will call on the Honourable R. W. Bonner, Q.C., Attorney-General 


of the Province of British Columbia. 


ee 


Honourable R. W. Bonner, Q.C., Attorney General, Province of British Columbia: 
Mr. Chairman and Honourable Senators, I am grateful for the suggestion of 
honourable Senator Leonard that the briefs be distributed at this time and 
particularly in respect of my own, because I have a number of charts and 
summations which can be most conveniently followed from the formal record 
which I trust is now fully distributed throughout the room. ise 

Perhaps I should say at this point, having been preceded by distinguished 
New Brunswickers, that the committee is now to be addressed by a native 
British Columbian. Having said that I want to go on to point out that my 
family too comes from New Brunswick. 
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You will notice that my brief contains three parts. This is for th 
venience of the committee. Part I is the original bill as introduced in 
Senate. : 
sketches of the provisional directors. With respect to that part I think the 
extended information there will sufficiently commend itself to you that I need 
not take up the committee’s time by reading the detail. ay | 

If it is agreed, therefore, I will turn immediately to Part III, which is a 
statement in support of the proposed bank. It is to be found at page 9. There 


may be occasion for expansion of the remarks, and I make this observation | 


for the particular warning of the shorthand writer who may suddenly find 
himself without print. 


The CHairnMAN: Whenever you feel the urge to depart from your text 
then do so, because the reporter will get it. 


Hon. Mr. BoNNER: Thank you. I am grateful for this opportunity of 


appearing before this committee. First, I wish to associate myself entirely with 
the observations made on behalf of the Government and announced in great 
detail by the Honourable the Premier who preceded me. 

It should be well known that the Government of British Columbia welcomes 


this opportunity to make representations to the Standing Committee on 


Banking and Commerce of the Senate in support of the proposed Bank of 
British Columbia. 

From the Honourable the Premier’s remarks you will have gathered 
that throughout the past twelve years the administration in British Columbia 
has sought to promote public policy designed to encourage and secure the 
orderly development of our province. 

I would digress from my text at this point to explain a particular interest 
in this aspect of the Premier’s development by saying that for seven years 
until mid-March of this year, in addition to holding the portfolio of attorney 
general I have had the honour of being the Minister of Trade and Industry 
in the province. In the particular responsibility of that portfolio I have had 
the opportunity of studying in great detail the economic ramifications of the 
province, and on occasion to make recommendations in connection with their 
future development. 

The policies of this entire period have been variously concerned with 
access and resources development. The problem of access is obvious when you 
see how large British Columbia is, and, of course, the necessity of resource 
development is well understood when you realize that this is step number one 
in the advancement of the economy of this western maritime province. 

We have been interested as well in, and have directed policy equally 
towards, the expansion of secondary and tertiary industry and the settlement 
of people. Naturally, such measures are devised in contemplation of the rea- 
sonable expectations of the future. It is with respect to these expectations 
that I want now to say a word. 

The expansion now under way in British Columbia, in our view, will 
proceed without interruption for the balance of the decade which ends in 
1975. I think there is no need to be modest in respect of periods beyond this, 
but our formal studies that have been quite extensive do go to that period. 

I digress from the text in this regard to explain that I personally had 
the responsibility of preparing and seeing prepared the extensive material 
that was offered to the Gordon Royal Commission on Canada’s Economic 
Prospects, which covered at the time of that study the period from 1955 to 
1975. Therefore, our documentation of that period and the projections asso- 
ciated with it are basic information relied upon in respect of basic policy 
determination by our administration. | 
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will be interested to know that by 1975 the population of the prov- 
rill be about 2,400,000 or 2,500,000 depending on whether you take the 
a or short-term bracket of projections forward. This means that there is a 
- geometric increase in our population of from 2.8 per cent to 3 per cent per 
to year: This is a very healthy rate of growth. For the purposes of comparison, 
in the 1950’s this rate of growth has been more than double the national 
average for the whole of Canada. . a 
be vishe This rate of growth has been more than double the national average 
rate for the whole of Canada, which gives you some idea. I do not refer to i 
the 3 per cent in that context—but some of the rates reached during TRat inc oy see 
period were twice the national rates of Canadian development as a whole. my oan 
_ In the midst of this capital development, is anticipated to rise from its Ay ae 
present level of about $1,600 million a year to about $2,400 million a year. ae 
The investment figure to which I have referred is the combined figures Of ey 
new capital and repair to existing capital and is the figure which is annually 
_ reviewed in the national Government’s White Paper on The Economic Pros- 
pects for the Year. In fact, although we arrived at our studies with a large 
degree of independence, there is nevertheless a virtual unanimity among the 
provincial trade officials and national trade officials on our economic prospects. 
Therefore, in mentioning the rise of capital development during this period, 
I do so with considerable confidence that this will be the level actually 
reached. 

At the risk of oversimplifying what has gone on in the period since the 
Second War began, I draw your attention to tables appearing on pages 10 
and 11 of the brief which is before you. Tables have the advantage of giving 
a crude profile of what has gone on and what is expected. In those two tables, 
the first referring to population and the second to capital and repair expendi- 

ture by selected years, you see something of the measure of the development 
of the provincial economy. Because this committee is concerned as well with 
an application for a bank with headquarters in Manitoba, I have taken the 
liberty of inserting on page.12, a population figure relating to the three 
western provinces—British Columbia, Alberta and Saskatchewan, and for 
British Columbia in relation to those, by 1981. I trust that this information 
will be supplementary to the information already before the committee in 
relation to the Bank of Western Canada. 

The interesting conclusion of course from these projections is the fact 
that by 1981 British Columbia alone will be at least 3,000,000 people and the 
three western provinces—British Columbia, Alberta and Saskatchewan—will 
be, in combination, something in the order of Ontario’s present population. I 
think the effect of that will be noted a little while on in what I have to say. 

The Government of the province naturally feels that British Columbia 

- would be assisted, at this particular stage of its development, by the presence 
of one or more chartered banks with head offices in Vancouver. 

This conclusion has been reached mindful of the contribution to their 
respective regional economies which banks located in eastern Canada have 
made—those with headquarters in Toronto, Montreal, Quebec and Halifax. 

In this connection, I sought to assist the committee by compiling a table 
showing the state of the nation during the time when banks now in continua- 
tion in Canada were established. I draw your attention now to this combined 
table which appears on page 13 of the briet. Pac honourable the Premier has 
already referred to the dates at which national banks begun but the table 
‘goes on from that observation to relate the gross national product of Canada 
in respect of those dates, and also goes on to indicate the gross provincial 
product attributable to the Province of British Columbia in respect of those 
historic occasions. The conclusion which I suggest is proper to draw from 
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this table is that the economy of British Columbia at the present time is com- 
parable, in relation to its gross provincial product, to what the economy of 
Canada was in 1924. 

The gross national product of Canada in 1924 was $4,600,000,000. The 
gross provincial product of British Columbia at the present time is in the 
order of $4,500,000,000. Therefore, the province at the moment is about where 
Canada was in gross national product in 1924. You can see that the charter 
of Barclay’s Bank and the Mercantile Bank have been added and three 
mergers have occurred, since 1924, to round out the picture of Canadian 
banks. I would trust that table would give some perspective to the relative 
state of the economy of our country and of the province, in the final con- 
sideration of this bill. Moreover, because many parallels may be drawn be- 
tween the Province of British Columbia and the State of California, we are 
mindful of the great contribution to the Pacific west coast of the United 
States made by the Bank of America whose headquarters are in San 
Francisco. 

In this connection particularly, the Government of British Columbia is 
in sympathy with representations of need and desirability advanced on be- 
half of the Bank of Western Canada whose headquarters would be in Win- 
nipeg, Manitoba. I make these observations to go on to state that, whatever 
may be said in justification and for the commercial prospects of the Bank 
of Western Canada, apply with even greater force to a bank proposed for 
establishment in British Columbia with headquarters in Vancouver. 

To assist a comparison of the two provincial economies, a number of 
tables now appear at pages 14, 15 and 16 of the brief. You will notice in the 
comparison, for example, of the labour forces of Manitoba and British Colum- 
bia, that Manitoba’s labour force is 342,000, as against 577,000 for British 
Columbia. You will notice in relation to investment income, the total taxable 
income and percentage relationship, that investment in my province is $115 
million as against $39 million for Manitoba. 

In regard to net value of production in commodity producing industries, 
I regret that the 1961 figure is used, but I took that figure despite the fact 
that provincial figures are available for a subsequent date, because they come 
from federal sources, namely, the Dominion Bureau of Statistics. The entire 
value of production in relation to trade in Manitoba was $704 million in > 
1961, while in British Columbia it was $1,898,000,000. The more recent figures 
maintain this comparison throughout. You get some idea of the relative state 
of the two provincial economies in the next table, referring to value of con- 
struction in the two areas. The value of construction in Manitoba, current, 
is in the order of $423 million; the value of construction currently in British 
Columbia is in the order of $968 million. 3 

Public and private investment in the two provinces in $693 million in 
Manitoba and $1,546,000,000 for British Columbia, at the current time. Then 
you can see as well the relative activity on the stock exchange in shares traded: 
in 1961. These show at Winnipeg $3.7 million and at Vancouver $101.8 million, 
for shares. 


Senator REID: Why do you pick out Manitoba? 


Hon. Mr. Bonner: I only do that because whatever could be said in favour 
of the bank of Manitoba and the economy of that province, may be said with 
greater force and effect for the Province of British Columbia and a bank 
ae in Vancouver. I make this comparison with no other purpose in 
mind. 

I point out as well that the demand for credit granting facilities has enor- 
mously increased in both areas and to finish off the comparison I point out 
‘something which is akin to banking, namely, credit union activity, in the 
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two provinces, as it gives an interesting comparison. For example, the latest 
- comparable figures, for 1961, show Manitoba had 256 credit unions in opera- 
tion and that British Columbia had 327 in operation, and that the assets of 


the Manitoba credit unions were $50 million while those of British Columbia 
were $118 million. 

The latest figure, I can tell you for British Columbia, shows assets in the 
credit union field alone at $125 million in our province. 

It was with that background of these various considerations, which have 
been extended in the brief, that on 23rd January last the Government of Brit- 


ish Columbia, in the Speech from the Throne, announced this policy: 


_. As a further measure of encouragement to the balanced develop- 
ment of our economy, it is the intention of my Government to support 
all positive measures which will make British Columbia, and our com- 
mercial capital of Vancouver in particular, a centre of Canadian finance. 
Accordingly, you will be asked at this Session to authorize my Govern- 
ment, on behalf of our citizens, to become a limited shareholder in a 
Federally chartered bank which will be established in this Province. 


Subsequently, on the 7th February, an amendment to the Revenue Act 
of the province permitting the acquisition of bank shares, was introduced into 
the Legislature and was overwhelmingly approved, on a recorded vote of 41 
yeas to 5 nays—as the honourable Senator Farris has previously indicated 
to the Senate and to this committee. 

In announcing the policy of encouraging the establishment of a bank in 
the province, the government was not prepared for the enthusiasm and public 
support which appears to have followed. Although an authorization to pur- 
chase up to 25 per cent of the share capital of the proposed bank has been 
approved by the house, events subsequent to that legislative amendment have 
led the government to believe that 5 per cent to 10 per cent participation will 
be sufficient to encourage adequate capitalization by public subscription and 
maintenance of confidence thereafter without which the bank cannot succeed. 
It is noted in debate on the second reading a number of editorials and resolu- 
tions were cited as indicating opposition in British Columbia to the govern- 


-ment’s position. I would say with all respect to the points of view quoted, 


that these sources have not been invariably supporters of the present adminis- 
tration over the past 12 years and current criticism— 

You have heard already from the Premier this morning some evidence 
of very substantial new declarations of support by outstanding private people 
in British Columbia. 

My belief is that very heavy public support exists in favour of the 
approval of a charter for the proposed Bank of British Columbia, and invest- 
ment houses in Vancouver have told me that an offering of Bank of British 
Columbia shares is likely to be heavily subscribed. rea 

Why then, it may be asked, should the government seek to be a share- 
holder? As proposer of a B.C.-based bank intended to assist making Vancouver 


a centre of Canadian finance, I think the government is under obligation to 


take a practical position in support of its legislatively approved policy. 

Secondly, a chartered bank must succeed. AS a minority shareholder, 
the government is in a position to inspire, by this fact, public confidence in 
the new institution and thus encourage its success. i 

Thirdly, this bank should be concerned about British Columbia. Because 
shareholding promises to be widespread and supported in many parts of 
Canada, even a minority position among the shareholders which is wholly 
associated with the province will serve to focus the bank’s basic interest upon 


British Columbia. 
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Fourthly, the bank’s shares should have a relatively stable market valu 
The restrictions on shareholding, which are the first frankly all-Canadian — 
ownership proposals to come before this committee, are such that trading in a 
these bank shares is confined to a smaller market than may be said of the ~ 
shares of any other chartered bank. The presence of the government as a 
minority shareholder, it is felt, will prove to be a steadying influence on the . 
share market price and compensate by that fact for the lesser area in which a 
the shares may trade. nh : 

Moreover, the government can be of practical assistance to the bank. 
Although the government has done business with chartered banks of Canada 
in the past, and will do so in the future, there are aspects of governmental | 
activity which can properly provide business for the new bank. : 

Finally, the problem of professional management is the most important) 
question confronting the bank. It is believed that the presence of government | 
as a minority shareholder can be a positive factor of encouragement in the 
recruitment of top management. 

However, shareholding by any particular person is actually no part of | 
the bill before the Senate Committee. ‘ 

What this bill does propose is an entirely novel restriction so far as 
Canadian bank-ownership is concerned. It provides that the share-ownership 
of the bank be confined to people resident in Canada. Inasmuch as the govern- 
ment of British Columbia is associated with the contents of this bill igs 
noteworthy that this is the only occasion on which a Canadian government — 
has taken a position in favour of total resident ownership of a national 
chartered bank. 

In the final consideration of this bill, it is inconceivable that the Houses of, 4 
Parliament should withhold their approval of this bank because of a legis- _ 
latively approved minority shareholding by any provincial government when, . 
at the same time, Parliament remains silent about the totally non-resident | 
shareholding in the Mercantile Bank of Canada by the First National Citys ae 
Bank of New York and the Rotterdamsche Bank of The Netherlands. Criticism — 
of shareholding by any provincial government must reduce itself to an assertion 
that total foreign ownership reposing in New York City and Holland is sound 
national policy, good for Canadian banking and constitutional, but a minority 
interest by a provincial government is not. 

Now I would like to deal with the expression “political bank,’ because 
this expression has been used during the consideration of the Bank of British 
Columbia bill. It is as difficult to exorcise a ghost as it is to deal with the © 
phantom argument of a “political bank.” What is a “political bank,’ and when 
does a bank become “political”? Is a bank “political” when 5 per cent of 
its shares are owned by a provincial government, or is that point reached _ 
when 10 per cent or a greater shareholding is secured? Is the Bank of 
Canada a “political bank” when it is wholly answerable to the Houses of 
Parliament and, if so, may the same be said for the Industrial Bank of Canada?_ 

Are the chartered banks of Canada “political banks” when they respond 
to the lead of the Bank of Canada? I think the responsible answer to all these 
questions is clearly “No.” No chartered bank, regardless of share ownership, 
can in fact become “political.” 

Anyone who is cynical about the intentions of a provincial government 
in becoming a shareholder and who conjures up visions of possible govern- 
mental interference with the bank’s proper operations must certainly recognize 
where governmental self-interest lies. The self-interest of any provincial 
government shareholder must be in seeing that a bank operates under law, 
responsive to national monetary policy, in the black, at a profit, and that its 
facilities be not used to cater to anyone who does not contribute to the proper 
and profitable operation of a bank’s activities. In fact, for a provincial govern- 
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_ shareholder to take any other attitude toward a bank’s operations 


would be politically most unwise. Thus, I say, if you are not convinced of the 
principles of a provincial administration on cynical grounds, examination of 
‘self-interest alone would dictate how a provincial government shareholder 


- must behave. 


Sr ae te 


There is, in fact, ample evidence of provincial governmental behaviour 
as bankers. The Royal Commission on Banking reminds us that “the business 
of banking” is not defined in the Bank Act or, for that matter, anywhere else. 
Indeed, while section 157 prohibits the use of the term “bank” by institutions 
not authorized under the Act or other legislation, it nowhere prohibits others 
from engaging in banking activities.* Provincial governments are, in fact, 
engaged in “banking” at the present time. ; 

To facilitate examination of this assertion, on page 19 of the brief is a 
list of the sort of assistance and, in some cases, banking activity in which 
the provinces do engage. They include Alberta, Manitoba, New Brunswick, 
Newfoundland, Nova Scotia, Ontario, Prince Edward Island, Quebec and 
Saskatchewan. 

Rather than to go into this in great detail, I have had the advantage of 
reading the April 1963 publication of the Industrial Promotion Branch, Federal 


Department of Trade and Commerce, describing these provincial activities in 


these terms: 
All Canadian provinces, with the exception of British Columbia, 
extend financial assistance to industry for development and expansion 
purposes under a variety of measures ranging from inventory assistance 
in Alberta to the erection of a plant on a lease-back basis in Nova 
Scotia. Assistance is not limited by statutory provision in a number 
of provinces, mainly Newfoundland, New Brunswick and Nova Scotia. 


However, in those provinces having statutory limitations, that total pro- | 
vincial funds authorized for this purpose are in excess of $300 million. 
Financial assistance, especially for large projects, can be provided 


on an individual basis. This method of financing has been used occa- 
sionally in the Maritime provinces. 

The majority of provinces extend direct loans or guarantees of loans. 
The criteria for authorizing assistance appear to vary with the circum- 
stances, and it is impossible to generalize as to whether or not provincial 
agencies operate under more or less stringent rules than those of the 
Industrial Development Bank. In Newfoundland and New Brunswick 


guarantees of loans have exceeded direct loans; Ontario legislation 


authorizes guarantees of loans only. 


Hon. Mr. BENNETT: It has to apply to business. 


Hon. Mr. Bonner: That is right. : 
Equity participation has not been prevalent, and financial assistance 
towards the installation of services such as sewers, roads, etc. is, in 
the main, restricted to Nova Scotia and Quebec. The recently created 


Société Générale de Financement in Quebec is, however, intended to 


participate actively in the equity field. 

Three provinces are active in fields other than direct loans and 
guarantees of loans. Alberta provides assistance to industry for the 
purchase of inventory stockpiles. Industrial Estates Limited in Nova 
Scotia is primarily concerned with the erection of plants for sale or 
rent. In Quebec, municipalities can be authorized to create industrial 
funds for financing the cost of establishing and servicing industrial parks 


* Porter Commission, pages 114-115. 
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as well as constructing plants for industry. Manitoba and Saskatchewan 
are also empowered to extend this type of assistance, but so far their 
activities in this field have been limited. Rats 

In general, it would appear that the provinces are providing the 
types of financial assistance required by industry in their respective 
regions. Their official losses have not been great and there have been 
no signs of overt competition between the provinces and the Industrial 
Development Bank. 


Some mention was made of the Ontario Loan and Savings offices. If you 
want to discover the location of one of them, look at page 58 of the yellow 
pages in the Ottawa telephone directory, under “Banks”, and you will find 
in their midst the address and phone number of the Ontario savings Office in 
this capital city. 

The CHAIRMAN: That is not passing off, is it? 


Hon. Mr. Bonner: I do not know what that would be. I suggest the liability 
for it devolves upon the phone company. 

The province of Ontario savings offices were established first, actually, 
under an Order in Council. They now operate savings offices throughout the 
province. 

If you want to go a little farther west and see what additional step 
Ontario may in time see fit to take in the direction of banking, I would draw 
your attention to the treasury offices in Alberta. Yesterday, Mr. Chairman, I 
went into the local office to see what had to be done to obtain an account and 
to do business with the bank. I asked for an explanatory brochure. With its 
historical modesty, the Ontario government does not provide a descriptive 
brochure of the services of the savings offices. 

But in Alberta things are somewhat different. The treasury branches, 
in this large pamphlet which I am holding up, announce that they deal in 
many fields: money orders and drafts; vehicule and drivers’ licences; securities 
bought and sold; night depositories and deposits by mail; utility bills and 
credit card remittances; term deposit receipts and saving certificates; savings 
account; current accounts; safety deposit boxes and safekeeping packages; 
loans; fire and hail insurance; traveller’s cheques; foreign remittances and 
money transfers. The greater delineation of the treasury branches’ activities 
might be a matter of separate study or of interest to this committee on some 
other occasion. 

Additionally, I should point out that provincial governments exercise 
jurisdiction over banking activity engaged in by credit unions and trust com- 
panies. Trust companies are specifically referred to in the testimony of the 
Governor of the Bank of Canada, Mr. Rasminsky, before the Royal Commission 
on Banking and Finance and also in the Royal Commission on Banking and 
Finance’s formal report to the Government. The trust companies’ activities 
in this relationship are described as near banks. | 

The provincial governments exercise jurisdiction over banking activity 
engaged in by credit unions and trust companies and are increasingly con- 
cerned with the general operation of credit. In this respect relief against un- 
conscionable transactions is provided in a bill in Ontario and in a bill in the 
Province of British Columbia, and is provided as well in legislation which I 
think is currently under review in the Province of Manitoba. I have reason 
to ere other provincial governments are concerned with this type of problem 
as well. ; 

The only purpose of mentioning these activities is to point out their wide- 
spread and responsible nature and to point out, further, despite the fact that 
many banking and financial activities are under direct governmental control, 
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in some instances entirely provincially owned, the spectre of political banking 


—whatever that means—has failed to appear, the self-interest of the respective 


governments, in addition to their responsibility and principles, precluding the 


likelihood of such a development. 


At this point I wish to anticipate and comment upon an opinion which 


’ might arise as a result of describing provincial banking and financial activity. 


This point might well be that it has been demonstrated that the provincial 
government can do a great deal of banking without getting into the chartered 


‘bank business, hence there is little need for this bill under consideration. So 


far as the government of British Columbia is concerned, it must be made 
plain that the objective is not to get government into the banking business, 
but to see British Columbia and Vancouver become a centre of Canadian 


- finance. To this end, the provincial government has been authorized to assist 


a bank being started. The governmental financial activities which have been 
described cannot make any area a centre of Canadian finance. To promote the 
established of a western centre of finance is an aspiration as proper for a 
provincial government as plans to develop industry and build hydroelectric 
dams. 

There can be no doubt in anyone’s mind but that Vancouver will become 
a major centre of Canadian finance. The only question is when. To the extent 
that the Bank of British Columbia will play a part in Vancouver’s development, 
Senate decision on this Bill will either hasten or delay Vancouver’s emergence 
in the role of a major Western Canadian financial centre. 

A number of Senators have expressed an interest in the question, “Is there 
need for anew bank?” The Porter Commission traces banking history in Canada 
in these terms: — 


At one time there were many banks in Canada, some private and 
some “chartered” by governments. By and large they were local institu- 
tions issuing notes which circulated in their own areas and concerning 
themselves very little with the affairs and requirements of other parts 
of the country. Although the early charters did not always clearly permit 
branching it was never prohibited, and as business and commerce be- 
came more national in character some of the banks began to expand 
their horizons. Branches were opened in the more important centres 
and business relations were established in other provinces. In the United 
States a system of local “unit”? banks was deliberately fostered, but in 
Canada the first Dominion legislation explicitly allowed branch openings 
and thereby encouraged a system of national banks to develop. Following 
Confederation nineteen banks operated under Dominion charters, a num- 
ber which increased to thirty-eight by 1886 and remained little changed 
until the eve of the First World War. Since then failures, amalgamations 
and mergers have reduced the number to the present eight, of which 
five have national branch systems, two operate principally in the province 
of Quebec, and one has branches only in Montreal, Toronto and Van- 
couver. 


The Porter Commission, with deference, also makes a case for more 
competition in banking in a variety of ways. The honourable members of this 
committee are in study of this commission’s report and, therefore, I will not 
attempt to cite the very many observations in this connection which are con- 
tained in that publication. 

The narrow question of strict need can, no doubt, be answered by all of 
the present banks to the effect that they are doing a good job and they can 
expand the number of branches as rapidly as business requires. In fact, this 
same line of reply can be used to support the proposition that any single 


— 
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national bank of Canada is in a position to expand as required and that 
competitors need not, in fact, exist to meet the national needs of banking. 

I think that neither of these answers can be said to be fully in the public 
interest. The trend which we have witnessed in recent years of fewer national — 
banks becoming larger, with three national banks actually dominating the 
entire field, is the antithesis of competition and ultimately of public service. 
Moreover, the question of competition is not confined solely to the consideration 
of interest rates and services provided by existing institutions. It ‘must be 
found in regional competition as well—a feature totally lacking in Canadian 
banking at present. 

I want to illustrate that conclusion by two observations. The first of them 
is a quotation from the Vancouver Province of June 4, 1964. Mr. J. Allyn 
Taylor, whom I have the privilege to know, is the president of the Canada 
Trust-Huron & Erie. 


The article is headed: 
AWARENESS OF B.C. 


TRUST PRESIDENT PRAISES POTENTIAL 


J. Allyn Taylor of London, Ont., president of the Canada Trust- 
Huron & Erie, has made at least 25 business trips to B.C. over the years 
but, he says, he only properly appreciated this province in the last 48 
hours. 


Here is where his quotation begins: 


“It is only in the last 48 hours that I have got a proper appreciation 
of your potential,” he said in an interview. “I flew to the Peace River to 
see the power project. 

“That power will open up the Interior in a way that people in the 
east don’t appreciate. However, there is more awareness of B.C. in the 
last six months in the east than ever before’. 


Here he was very kind and said: 


“Businessmen are making more trips out here and your government 
and your premier have done a great deal to publicize B.C.” 


The article goes on to explain that Mr. Taylor was there for a meeting 
of the company’s board of directors, the first to be held in B.C. It states: 


This first board meeting to be held in B.C. coincides with the open- 
ing of the company’s new seven-storey office building at Pender and — 
Hornby and with its centennial celebration. 


It was a very happy occasion when the dinner was held, and I had the 
honour of being listed among the guests of the corporation at that dinner at _ 
which the record of that company’s activities in Canada, and more particularly 
in our province, was examined in some detail. I think it is a matter of public 4) 
record that this particular corporation has been very attentive to British _ 
Columbia and derives 20 per cent of its total national business from our _ 
province, which is disproportionately out of relationship to our apparent eco- 
nomic activity and, certainly, our population. 

The second example is to be found in the national tours now being under- 
taken by national boards of directors of many companies, but notably by bank 
boards. In many instances such boards have visited British Columbia for the 
first time despite the fact that they have conducted business in our Province 
for more than half a century. 

Ki If a board of directors achieve something for their bank from a few days’ 
-visit once in a long while, surely a resident board and management would be © 
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le to serve. Such a board could even broaden its knowledge in time by visiting 
astern Canada to provide further regional competition to our present national 


_ banks. Regional competition cannot be effectively furnished by boards and 


management who reside mainly in two centres of Canada, and regional repre- 


sentation in such boards and management does little to correct the built-in 
imbalance of current Canadian banking. 


Therefore, I think it more fruitful to suggest that the inquiry which ought 
to be made in connection with these various bank applications is the question, 


*‘Are there opportunities for new banks in Canada today?” I think the answer 


to this question is surely ‘‘Yes.”’ 


I would like to develop that conclusion very casually. It can be developed — 


at great length, but I think a number of illustrations will serve to indicate what 


the proper conclusion must be. If you want to make an examination of the 


" federal personal, corporation, and succession (or estate) tax collections in 
- British Columbia and the other three western provinces, Manitoba, Saskatche- 


_ when in the other three provinces combined it was but $280 million. Currently | 


wan and Alberta, you may be surprised at the contents of the table which 
appears on page 23. 


In 1952-53 the product from these personal, corporation and succession (or 
estate) tax collections in British Columbia was approximately $259 million, 


the product is $343 million in British Columbia, as against $456 million for the 


_ other three provinces. And in the wealth which is reflected by those tax collec- 


tions, it seems to me there is ample evidence to conclude that the banking and 
financial activities in western Canada, and our province have many expectations 
of future development and success. And in this connection the table on page 24 
which reviews cheques cashed at 35 clearing houses centres in the period 1958 
to 1962 is set out. You will see that the total for British Columbia is very large, 


referring only to three centres, New Westminster, Vancouver and Victoria, © 


totalling now about $23 million in the year 1962, whereas in the Prairie 
provinces it amounted to approximately $48 million. You will also see that in 
the period since 1938 the increase in the five regions is outlined. The Atlantic 
provinces had an increase of 918 per cent, that is in cheques cashed in the period 
1938 to the present time. The Province of Quebec had an increase of 882 per 
cent, and Ontario had an increase of 985 per cent. The Prairie provinces com- 
bined had an increase of 956 per cent, and the Province of British Columbia 


had an increase of 1,092 per cent. There are two additional tables which show — 


to some extent the direction in which current banking activity is going. It shows 
the branches of chartered banks, by province, as at December 31 for certain 
years 1868-1962. That is set out in the first chart at page 25. It will also be 
noted that bank branches have expanded to 5,332 for the period up to 1962. 
British Columbia has expanded from 229 in 1930 to 545. The expansion in the 
province has been very much larger than is the national experience. 

For your further information the individual Canadian banks are set out 
on page 25. These are the branches of individual Canadian chartered banks, by 
province, as at December 31, 1962. 

In conclusion I want to make it clear that in the light of all available 
evidence of growth, it would be a remarkable conclusion to reach that only 
eastern-based banks now existing are entitled to participate in future banking 
developments of this country. 

The expectations for British Columbia during the balance of this decade— 
to 1970—predict a labour force rising to 729,000 from 578,000 in 1961, personal 
income rising from $2.9 billion to $4.5 billion, and retail sales rising from $1.6 
billion to $2.4 billion in this same period. 
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I am hoping the Honourable Minister of Labour and Education, who will — 
seek an opportunity to speak when I have finished, will expand on this par- — 
ticular aspect and on this data and give you an idea what it means to the labour | 
force in the province. er. 

All circumstances involving greater use of credit, greater offshore trade, — 
and general expansion set the stage regionally for a more broadly based bank- 
ing system—with western headquarters. . 

Finally I would like to discuss a constitutional question which has arisen 
in earlier remarks on second reading. In doing so I want to be the first to say 
that although the elements of the question are examined, this is not intended ~ 
to be as definitive as you would probably wish to make it in a different arena. 
The question in stark terms is this, “Does the Queen, in the right of the Province . 
of British Columbia, represented by her Minister of Finance, have the legisla- — 
tive right to acquire and own shares in a federally chartered bank?’’ What are 
the elements of this question? | 

The right to be a shareholder is the right to have an interest in personal 
property. Section 42 of the Bank Act defines by statute that bank shares are . 
personal property. | 

That Her Majesty the Queen, in the right of any province, may own per- | 
sonal property is not questionable, and no constitutional query so far raised has | 
cast any doubt upon this fundamental proposition. In this connection I am | 
indebted to the honourable and learned members of the Senate who have al- ; 
ready addressed themselves in detail to this question. I am grateful for the fact — 
that the former Attorney General for Ontario has addressed himself to this i 
question, and also a former Attorney General of the Province of British Colum- | 
bia, Senator Farris, for whose opinion on constitutional law I have the greatest _ 
respect. 

The next element of the question is whether the right to own personal 
property is diminished when the personal property is a share in a federally 
incorporated undertaking. Once again, no authority has been quoted to sug- 
gest any limitation on the right to own personal property in such an enterprise, 
and, in fact, the Queen, in the right of all provincial governments, regularly 
exercises this capacity in the buying and selling of bonds of companies and 
undertakings of this category, including those of the national Government 
itself. Indeed, various acts of provincial governments provide for the invest- 
ment of provincial moneys not only in trustee and other securities, but extend 
even to the buying and selling by crown agencies of equity interests represented 
by shares. 

I want to draw your attention to the fact that the Treasury Department Act 
of Alberta has already declared itself in this connection by authorizing that 
the Minister of Finance—that is “the Lieutenant Governor in Council may by 
order approve for investments under section 31 any corporation incorporated 
under the laws of Alberta and carrying on business in Alberta 


(a) that has a capitalized, fixed, paid-up, and permanent stock amount- 
ing to at least five hundred thousand dollars; and 
(6) whose main business is the manufacture, production, or conveyance 


of any product in Alberta, or the supplying of any service or product 
within Alberta.” 


| 
” 
‘ 
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Then we come to Nova Scotia. Section 37 of the Provincial Finance Act, 
S.N.S. 1962, chapter 12, sets out a very long list of securities in which the Min- 
ister of Finance may invest. Clause (g) of that section authorizes the minister 
to invest in 

the fully paid common shares of a corporation, that, in each year of a 
period of seven years ended less than one year before the date of invest- 
ment, has paid a dividend upon its common shares of at least four per 
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: cent of the average value at which the shares were carried in the capital 
stock account of the corporation during the year in which the dividend 
was paid; 


There is no restriction here to provincial undertakings. I believe the precise 
words of the Nova Scotia statutes are in the first incorporation of the Uni- 
_ formity Committee’s recommendation on trustee securities by a provincial gov- 
ernment. | 

It should also be noted that section 37 allows the minister to invest in the 
preferred shares of a dividend-paying corporation; share purchase warrants 
of a corporation to which the section refers; real estate; first mortgages; bonds, 
debentures, or other evidences of indebtedness of a dividend-paying corporation, 
etc. 

However, the broadest incursion into the field of equity investment is to 
be found in the authorization of the General Investment Corporation of Quebec, 
established by statute July 6, 1962, which has the following powers: 


(a) To acquire by subscription or otherwise shares, debentures, or other 
securities of any undertaking: 


The statute itself, I think, can be consulted both with interest and with 
profit. The brief formally sets out the other operative provisions of that section, 
and describes them briefly, and I trust sufficiently to state that this corporation, 
in turn, is authorized to raise capital in the amount of $150 million, divided 
into 15 million shares of a par value of $10 each. Two and one-half million 
such shares are deferred-dividend shares. The remainder shall consist of 
common shares, unless the company issues a portion thereof in the form of 
preferred shares in the manner provided by Part II of the Quebee Companies 
Act. The total par value of the outstanding preferred shares shall never exceed 
the amount paid up on the common and deferred-dividend shares. The deferred- 
dividend shares shall be reserved for the Government of the Province, and, | 
further, the Minister of Finance is authorized to subscribe, on behalf of Her 


- Majesty in the right of the Province of Quebec, $5 million payable out of 


_ the Consolidated Revenue Fund for 500,000 deferred-dividend shares of the 
- company. The company, so long as the deferred-dividend shares have not been 
entirely subscribed, shall grant to Her Majesty in the right of the Province the 
right to subscribe for such shares up to one-third of the number of common 
shares allotted. 


Hon. Mr. BENNETT: Common shares? 


Hon. Mr. BoNNER: The common shares of the corporation are authorized 
_ for investment by the Government of the Province of Quebec. 

Incidentally, the purpose of this legislation here was forecast at a meeting 
of the Provincial Governments’ Trade and Industry Council when they met at 
St. John’s, Newfoundland, from October 12 to October 14, 1961. The Quebec 
provincial representative speaking at that time stated that the central purpose 
of this company will be to channel Quebec savings into the industrial develop- 
- ment of the province. The authority simply indicates that Quebec seemed to 
feel that this type of financial venture would be of assistance to the domestic 
- requirements of that province. 

The third element of the question is: ‘“Does the exercise of an unquestionable 
right to become a shareholder become unconstitutional when the exercise 
concerns the shareholding in a federally-incorporated bank?” Anyone who 
argues “yes” must go on to say that banks stand apart from other federally- 
incorporated institutions under federal jurisdiction. 

I think no one can be really concerned if provincial governments buy 
- shares of Canadian Pacific Railway or some other federally-incorporated under- 
taking such as Trans-Canada Pipe Lines which was set up under a federal 
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statute. To distinguish a bank from these other federally-incorporated under- | 
takings puts the burden on him who states it would be unconstitutional to — 
invest in a chartered bank. neice. 

A chartered bank is admittedly entirely subject to federally enacted law 
and federally supervised regulation. I suggest in this connection that the testi- — 
mony of the Governor of the Bank of Canada, Mr. Rasminsky, before the Royal 2 
Commission on Banking and Finance—which is a very lengthy testimony in — 
a separate publication, and which I will not attempt to paraphrase—sets out in 
detail the control that is exercised by the Bank of Canada upon the chartered 
banks of this country for the purpose of securing conformity to the monetary 
policy and the fiscal purposes of the national Parliament. 

It is not at all in question but that any bank is within this area of juris- 
diction, and, quite frankly, no one would wish to see any chartered bank in 
any other position. 

The interesting thing I would like to point out in this connection addition- — 
ally, and which Mr. Rasminsky pointed out while testifying before the royal 
commission, is that the controls that are available and which are intended to 
discipline and direct by regulation the banks not only work in the field of © 
the chartered banks, but have an immediate effect in the field of near banks, 
which Mr. Rasminsky specifically referred to, and all other of Canada’s financial 
interests. Therefore, it should be repeated that a chartered bank is subject to 
federally enacted law and regulation. 

Not only is this constitutional jurisdiction created by section 91 of the © 
British North America Act, but the exercise of this jurisdiction is daily to be © 
observed and, if necessary, annually to be revised by the national Parliament. | 
No action by a shareholder, however large or of whatever identification, and no 
board of directors or managerial group to whom a shareholder might presume — 
to give direction, can in any way alter the jurisdiction conferred on Parliament — 
by the British North America Act, change Parliament’s statutes which are the 
assertion of that jurisdiction, or modify or avoid the close regulation under — 
which the jurisdiction is exercised. It follows that there can be no behaviour 
by a chartered bank of which any provincial government might be shareholder 
which can take place except under federal law and control. 

This, I submit, is not a matter of argumentation. This must be common 
ground in the consideration of this general question. 

I want to go on and say with the greatest of respect that it is fundamentally — 
important, in considering constitutionality, to distinguish between proprietary — 
or shareholder interest on the one hand and constitutional or regulatory interest — 
on the other. The proprietary interest, even if it could act without professional | 
management, is subject and answerable to the regulatory interest in every case — 
which can be imagined, and the one does not trespass upon the other. A share- 
holder, foreign or domestic, simply does not pose a constitutional problem — 
because he cannot and does not oust federal jurisdiction. This conclusion is 
self-evident in the case of the Mercantile Bank, which is wholly-owned abroad; 
it would be the same with the Bank of British Columbia, owned entirely by 
Canadian residents. 

I would like now, Mr. Chairman, to summarize the material so far placed — 
before you by placing it within the context of Government policy as enunciated _ 
by the Honourable the Minister of Finance on February 28 last. The minister 
stated: 


... that the Government is not opposed to further competition in the — 
banking field providing that any new bank is adequately financed and is ~ 
supported by financially responsible people and that provision is made q 
for retaining control in Canada. 
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| the national Government has required, by restricting share- Sela 


de monstrated, first, by the composition of the provisional directorate and, 


minority shareholding position as a contribution toward the financial backing 
of the proposed institution. The further requirement of adequate finance follows 
from the observations which have been previously made. Here I refer to 
investment houses, members of the community, and the names that have been 
ay already furnished to the committee. 


Indeed, this information can be sought and obtained from almost any ue 
person to whom you might speak in any part of the Province of British Colum- 


we and especially in the investment community which prides itself upon being 
_ knowledgeable about public response to such matters. 


ae 


_ Columbia and elsewhere in Canada. 


in the field of banking is demonstrably sound in the light of Canadian banking 
experience and the prospect of widening opportunities which are so clearly to 
be seen in the commercial activity of the country today. The Bank of British 
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totally absent from banking in Canada at the present time. 


Ss 


development of primary and secondary industries is a proper regional aspira- 
tion which the Legislature of British Columbia has embraced, and which the 
- proposal to incorporate the Bank of British Columbia seeks to support. The 
fully rounded development of the economy of British Columbia, presently the 
- third most important sector of the whole of Canada, is a matter which I am 


it is to the legislature and the people of British Columbia. 
Be, Therefore, Mr. Chairman, favourable consideration of the bill to incor- 
4 porate the Bank of British Columbia is most respectfully sought at this time. 


next two witnesses have to say will be quite brief. The first speaker is the 
7 Honourable L. R. Peterson, who holds two portfolios. He is the Minister of 
- Labour and the Minister of Education. His submissions, which he will now 
make to you, are designed to show a need for chartered banks in British 
~ Columbia. 

y Senator LEONARD: Could we have copies of this brief, Mr. Chairman? 


The CHAIRMAN: Yes. Are you distributing a brief? 


British Columbia: Mr. Chairman and Honourable Senators, I do not have any 
- formal brief to present. The Honourable the Premier and my colleague, the 
- Attorney General, have already submitted rather comprehensive briefs on 

this matter, and I would like this opportunity of making some oral represen- 
- tations on matters not fully covered, and to place this information before the 
committee in support of the proposal for a new chartered bank with head- 
- quarters in the Province of British Columbia. 


“mittee to state your place of origin as the speakers preceding me have. But, 
if it is of any interest I will say I emanate from the Province of Alberta which 
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ondly, by the willingness of the Government of British Columbia to assume : 


| There is not a shadow of doubt but that a share offering by the Bank of 
British Columbia will be heavily supported by public subscription in British | 


The federal Government’s willingness to see further competition provided i 


- Columbia, however, adds a dimension to competition which not every bank | 
Se eal could add, that is, the dimension of regional competition, which is 


Finally, the development and growth of financial institutions to match the 


sure is of as much concern to this committee and the Houses of Parliament as 


Mr. BurKE-RoBERTSON: Mr. Chairman and Honourable Senators, what the — 


Hon. L. R. Peterson, Minister of Labour and Minister of Education, Province of 


I do not know whether it is a precedent in appearing before this com- 
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is a province, I might say, where there is also considerable enthusiasm in © 
support of this bill. This is evidenced by the fact that literally hundreds of 
people in that province have recorded their support in writing of the proposed ~ 
bill incorporating the Bank of British Columbia. 

One of the major problems of concern to me in my capacity as Minister 
of Labour and Minister of Education in the Province of British Columbia is 
that of employment, and the creation of new job opportunities. The latest 
figures I have available are from the Dominion Bureau of Statistics which in- 
dicate that as of June 20 this year the labour force of British Columbia 
amounted to 653,000 men and women. This is the highest figure ever recorded 
in the province. 

While our total employment is at a peak we are still experiencing a rather 
high rate of unemployment—a rate in excess of 5 per cent. As of June 20 
this year the actual rate was 5.1 per cent. When you translate that into in- 
dividuals it means there were 33,000 unemployed men and women in the 
Province of British Columbia. 

The Honourable the Premier and the Attorney General have presented 
evidence to this committee showing that the economy of the province is 
growing rapidly, and it is, but, nevertheless, up to this time, at least, it has 
not been growing rapidly enough to provide the new job opportunities required 
for the number of people we have in the province. I might say as well that 
a good portion of the unemployed do not originate from the Province of 
British Columbia, because upwards of about 40 per cent of the increase in 
our population in British Columbia this year is made up of people who migrate 
from elsewhere. 

The simple answer to unemployment is, of course, employment. It is 
important that all the unemployed are properly trained and qualified to 
accept jobs. In addition to those unemployed—the 33,000 that I mentioned; 
the people who should have an opportunity to work—the labour force of British 
Columbia is expanding at the rate of approximately 3 per cent per year. In 
other words, just to maintain the status quo—and that certainly is not good — 
enough—we have to create roughly 20,000 new jobs each year in British 
Columbia. 

By the end of this decade the labour force is expected, as the Attorney 
General pointed out, to reach a total of 729,000 people. This projection takes 
into account such things as the trend towards earlier retirement and such 
additional factors as increased school holding power. I might say in this con- 
nection that British Columbia has the highest schol retention rate in Canada. 
In other words, more of our children starting in grade I will go on to higher 
grades in British Columbia than in any other province in Canada. 

That trend is increasing rapidly, that is, the rate of increase. Nevertheless, 
many of the unemployed today are young people in British Columbia. Our 
employment rates have been consistently higher in the younger age group and 
in view of the continuing trends in automation and the increasing demand for 
unskilled workers, the placement of the graduates from our educational 
system can pose a serious problem unless there is a marked increase in em- 
ployment opportunities. 

Last year we had more than 18,000 full time students taking university 
studies in our public institutions, that is, not private institutions, just public 
universities in British Columbia. By the end of this decade, just six years 
hence, we expect that figure to more than double, probably around 40,000 
in ok universities, and we are expanding our facilities to take care of this 
need. 

We had but one university until July of last year. Now we have two in 
_ operation and a third will be in operation in September of next year. In 
addition, we have authorized the development of community colleges and 
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regional colleges throughout this province. Again, at the university level, 
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more of our students enter university and more graduate from university 


in British Columbia than in any other province in Canada. By the end of this 


& 


decade we expect about a quarter of our elementary school population actually 
to enter university. In addition,—and I only mention these matters briefly— 
there is the field of vocational and technical training, where placement—job 
placement—is really the key to the success of any of these programs. In 
this field, the expansion in British Columbia, as elsewhere in Canada, is 


_ dramatic. By 1970, or in 1970, we expect to have some 130,000 students taking 


vocational and technical training in the province, and the facilities to provide 
this kind of training are being provided. 

Therefore, my submission, Mr. Chairman and honourable senators, is that 
it is essential that those educated and trained people—a higher proportion 


‘than elsewhere in Canada—those educated and trained people be utilized 


to the greatest advantage, not only of British Columbia but of Canada. 
I think the greatest challenge facing the people of our province today 


- is to increase the job opportunities by diversifying, expanding provincial 
~ economies by the introduction of new secondary industries arising out of the 


primary industries that presently form the backbone of our present economy. 

In my view these laudable objectives can only be accomplished if, in 
addition to the abundant supply of low cost electrical energy, which is now 
assured in British Columbia, if in addition to that we also have financial and 
investment houses that are cognizant of the needs of business and industry 
in the province and are in a position to meet those needs. 

In my submission, this can only be accomplished through a banking 
policy alert to provincial needs. Secondary industries can only be established 
if you have liberal bank provisions for small businesses, which are really the 


- backbone of any economy of any country, and which can only prosper and 


grow if they can rely on a bank to assist them in that growth, because tg 
think banks are really their lifeline. 
I submit as well that it is extremely difficult for anyone living in eastern 


Canada, with financial and other interests centred there, to appreciate the 


excitement, the enthusiasm, the rapidity of the development of the west coast 
of Canada. We are in the process of emerging in British Columbia from a 
frontier to a highly industrial area and this emergence is literally explosive, 
compared with the gradual development that has appeared in other provinces 
of Canada in the past. 

This rapidity of change, this rapidity of development, can only be appre- 
ciated by close association. To endeavour to do so from long distance, is like 
trying to appreciate the congestion of modern city traffic, by travelling on an 


‘ isolated country road. 


by 


It is my view that a chartered bank with headquarters in the province 


i would be immediately responsive to the pulse of commercial and industrial 


activity in our province, and without it there can be at least no commercial 
f development. It can result in the province not being able to create the 
employment opportunities that are required. This of course would result in 
a chaotic condition for the skilled manpower forces which are presently 
receiving the benefit of training in our educational institutions. I may just 


say as well that I join with the premier and with my colleague the attorney 


general in saying that I feel the competition that would result from an 


fe, 


additional large chartered bank with its headquarters in British Columbia, this 
competition would certainly be in the public interest. The history of banking 
in Canada has been one of mergers and amalgamations, the concentration 
of banking resources and control in a relatively few hands. I believe, whether 


fit. is entirely correct or not, that there is a feeling, and a fairly widespread 
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feeling, particularly among small businessmen and other loan seekers, that q 
there is a tendency for the few large well established banks, in their search — 
for corporate loans and bigger profits, which is understandable, there is a: 
feeling or a tendency to ignore the little fellow. They get hardened to the © 
little people who are trying to plan. A new competitive bank would, I think, 
be more understanding in this respect and certainly it would do much to 
eliminate any feeling of complacency that there may be in the banking 
business today. nt 

Then, too, there is the question of the regional competition raised by 
the attorney general, which, I think has been well dealt with. I believe that 
banks do play an important role in the investment market. They are most 
influential in determining not only the areas in Canada in which development 
will take place but also the particular industries in Canada in which develop- 
ment will take place. 

I would say as well that failure to develop industry in British Columbia 
will result in the emigration and loss of one of the most highly trained seg- 
ments of Canadian population. We have many people migrating to the Province 
of British Columbia from other parts of Canada. Experience shows that, if they 
are unable to obtain employment in the west, then what happens? They do 
not leave British Columbia and go east—that is—not in large numbers. The 
tendency is for them to go south, to California and elsewhere in the United 
States and these people are a loss to Canada as a whole. 

In May of this year the intra-provincial migration to British Columbia by 
students in our schools during the year was higher than in the past 19 years. 
The net figure was 596 children in the one month. The only year in which 
there was a net loss in migration to British Columbia was I believe in 1962 
when the loss of 348 children occurred. But in that year Canada lost more 
children to foreign countries than it gained. There was a net loss throughout 
Canada—which supports I think as well the view expressed, that a loss to 
British Columbia is a loss for the whole of Canada; a gain perhaps for other 
centres to the south of us, particularly California and other states in the western 
part of the United States. 

Finally, I would like to say a few words, Mr. Chairman, as a member of 
the provincial legislature, representing a constituency of Vancouver Centre, 
which is the downtown area of the City of Vancouver. It is the area in which 
the headquarters of this bank will be situated and it is probably the area where 
the greatest impact will be felt, if the bill before the honourable senators re- 
ceives approval. 

The population of the metropolitan area of Vancouver, as reported in 
the Canadian year book from the 1961 census, is 790,165. Now it has certainly — 
increased substantially since then. I use this figure because it is the only na- : 
tional figure I have. If you add to that population the population of our capital 
City of Victoria, then you have a population which is 22,631 greater than the : 
whole of Manitoba. My only purpose in using the Province of Manitoba for com- } 
parative purposes is the same as the honourable attorney general explained 
earlier. In other words there are 22,631 more potential customers in the two 
largest centres of population in British Columbia, than in the whole of the 
Province of Manitoba. 

As far as the status of Vancouver, as a future financial centre, I would — 
place before the record that according to the Dominion Bureau of Statistics, 
again in 1961, there were 7,103 people employed in financial institutions in © 
Metropolitan Vancouver, compared to 0,097 in the whole of Manitoba. Van- | 
couver alone, as well, has more industrial establishments in this one city than 
in the whole of the province of Manitoba, according to these figures. So in re- | 
, cent years the City of Vancouver has made great strides in its growth as a 
commercial and financial centre. We 
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I would like to place on the record a resolution presented to the City 
ncil of Vancouver yesterday. According to a telegram I received from His 
rship the Mayor this morning, this resolution was approved by the City 
ouncil. It reads as follows: Mf hake 
Resolution: eae 
Whereas Western Canada is experiencing rapid economic growth; 


dering the Pacific Ocean; 


ae Ds at present draw only 4 per cent of their imports through British Colum- | 
‘ee bian ports; Sane 
of i Whereas there is a tremendous potential for growth in Canadian é a i 


trade with the Pacific countries; 


Columbia to play its full part in the economic life of the nation; 


=~ 


centre; : | 
Therefore be it resolved that the City of Vancouver declares its 
intention to support and encourage the establishment of any public and 
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position as a major national and international financial and business 
centre for western North America and the Pacific rim countries. | 
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development. 
The first announcement, as appears in the brief of the Attorney General, 


~ January 30, just a week later, the city planning department had prepared a 


Vancouver of their own volition. I have before me an article from The 
Province. I have several photographic copies, Mr. Chairman, which may be 


Thursday, January 30, 1964. The headline is “Everybody likes Tower Plan”. 


would have on the redevelopment of the downtown area of Vancouver. 
Hon. Mr. Farris: Are you relying on the headlines in The Province? 


leading one relating to the financial position of British Columbia. Perhaps I 

may quote one or two paragraphs from this article: SOS 

Mayor Rathie will lead a team of city officials to see Premier 

Bennett next Wednesday to discuss the provincial government’s pro- 

posed $12-$14 million building to house the new B.C. Bank and provide 
additional court ‘house facilities. 


It goes on to express the enthusiasm of the Premier, which I do not think 


it is necessary for me to record here. 

The mayor and civic autho 
could be the spark needed to st 
ment of the downtown area. They a 
which the building would be const 
grass walks and benches, so the cl 
park for nothing. 


art the city’s plan for major redevelop- 
Iso say that much of the site on 


Whereas much of this growth arises from trade with countries Bore ane 


Whereas the population of this trading area is expected to increase aa 
by 50 per cent adding half a billion people by 1975 but these countries ie 


Whereas Vancouver is Canada’s major Pacific port and population 


private enterprises in downtown Vancouver that will enhance the City’s | 


I might say that from the outset the City of Vancouver, has, represented — 
by His Worship the Mayor, been most enthusiastic about this proposed — 


was a quotation from the speech from the throne of January 23, 1964. By © 


gketch of the proposed head office building and its location in the City of Uae 


‘distributed to the honourable senators, if desired. The article is under date of © m 


It illustrates the proposed location of the bank facilities, and the impact it | 


Hon. Mr. Peterson: Not completely. I think there was a completely mis- — 


rities are also enthusiastic. They say it 


ructed would be landscaped, with 
ty would be getting a downtown 


Whereas it is essential to provide the commercial facilities and meee 4's 
stitutions needed to serve such trading interests and enable British Chai 
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Somewhat later, I believe in March, the city prepared again, without 
consultation or approval of the province or the provisional directors, a bank 
model showing where they would like to see this development fit in with the 
redevelopment of the City of Vancouver. 

If I can just orient myself here for those of you who are familiar with 
the city, you may recognize this building in relation to the Hotel Vancouver. 
The province is assisting in a substantial expansion of this area adjacent to 
the Hotel Vancouver, which of course is owned by the Canadian National 
Railways. Here is the block in question, bounded by Robson Street on the 
north, Hornby Street on the west, Howe Street on the east, and Smithe Street 
on the south. This building you see here is the conception of the planning 
department of the City of Vancouver of this $12 million or $14 million head 
office building for the Bank of British Columbia. 

Needless to say, as far as the provisional directors are concerned, the bank 
location has not been chosen. No plans, not even an artist’s sketch, have been 
prepared as far as the bank is concerned, or as far as the provincial govern- 
ment is concerned. However, the City of Vancouver does regard this as an 
integral part of the redevelopment program which is scheduled for the) City 
of Vancouver. 

I might as well place on the record a letter from His Worship the Mayor, 
dated July 20 of this year. In case there is a suspicion among honourable 
members of the committee that the mayor is a political supporter of the 


considerations. 
The letter is directed to the honourable Premier, and reads as follows: 

As you have seen by press reports we, in the City of Vancouver, 
are working particularly hard to develop our downtown “Business Core 
Area.” We are aware that British Columbia, with Vancouver as its 
principal city, is the key area looking to the West—the Pacific rim 
with its vast population and vast trading area. 

Our present plans envisage new office buildings, hotels, a department 
store and ancillary buildings, including the Coliseum, that will total 
well over one hundred million dollars—all private investment. Plus 
of course, your most welcome new Court House and high-rise office build- 
ings. We have every indication that these plans will be realized. 

Our planning is, as you will appreciate, completely in harmony 
with your stated concept of making Vancouver “the financial centre of 
Western Canada.” Personally, and as Mayor of Vancouver, I wish to 
endorse your position in this most important matter. 


The letter is signed by “W. G. Rathie, Mayor”—of the City of Vancouver. 


Then yesterday, a new program of redevelopment in downtown Vancouver - 


was presented to the City Council—Report No. 5, dated July 21, 1964, which 
I understand from the telegram was approved by the City Council. 

I would like as well to file the copy that I have with the committee for 
its attention. I would direct you to page 23 of this publication, which refers 
to this development where the proposed bank headquarters, as far as the 
city is concerned, will be located. It refers to the headquarters for the proposed 
new Bank of British Columbia; and in their opinion, at least, the size and 
value of this building suggests the impact it will have on the downtown area. 

Then on page 6 of this redevelopment program, which is a very extensive 
one, you will find a photograph of a new model later than this, which takes 
in more territory than this one does. The model weighs some 500 pounds, 
so I could not bring it with me. In fact, it was in use in presenting this proposal 
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“ to council yesterday. The model shows the new Coliseum and the walkways 
right through to the B.C. Bank building, through Eaton’s development and 
to the Coliseum. It is really a tremendous development for the city of Vancouver. 
As I have said, the development of this property is regarded as an integral part 


of the whole downtown redevelopment. 
The CHAIRMAN: Do you mean that without the bank this development 


would not go on? 


Hon. Mr. PETERSON: No; I would not venture to suggest that. As a mem-— 


ber for that area, I would like to see the development take place, regardless; 


but of course there is a natural feeling on the part of other developers that 
this development would enhance and make it feasible for them to proceed 
as well. As a matter of fact, in this report No. 5 you will find on page 15 a 
statement purporting to quote the Eaton development—which owns this vacant 
property now; and this is the key to the whole development. I will quote 
from page 15, if I may: 
In March, the T. Eaton Co. released the following statement to the 
press: “Shoud the City and the Province proceed with the proposed 
development... 


And this site here is being referred to as the “Civic Square site.” 

Vancouver for that purpose, and they are now selling it to the Province of 
British Columbia at their cost for development, along the lines indicated 
by myself. That deal will be consumated this month. I think the amount in- 
volved is something slightly under $2 million; but, in any event, it is the cost 
to the City of Vancouver for disposing of this property. 

Senator Rerp: Is the development of that area dependent entirely on the 
new bank building? 

Hon. Mr. Peterson: No, not entirely, but it is part of the redevelopment. 

I read from the statement to the press of the T. Eaton Company: 

Should the City and the Province proceed with the proposed de- 
velopment of the Court House block and the Civic Square site, it would 
naturally have a bearing on our decision to build on our property at 
Georgia and Granville. 


I do not say that if the bill is not approved the redevelopment of down- 
town Vancouver will not proceed. I think we all see it should proceed, but 
I do suggest this, that it could well be delayed if there is any delay in granting 
the approval of our bill. This whole development involves an expenditure of 
some $120 million. It will revitalize the downtown area of Vancouver, and 
that at a time when other downtown areas throughout Canada are slipping, 
at least to some extent. I think, including the whole development, it is a bold 
and imaginative plan, the implementation of which should not be delayed. 
Certainly, until we know, until the provisional directors know the charter 
is granted and they can go forward to make plans on the location of the 
head office in some place in this downtown area and the nature of the building, 
then I think major plans for redevelopment would be delayed, because 
the objective of the city in taking the initiative in developing these models 
and plans is to have the whole development in harmony and have collaboration 
between the city and provincial authorities as well as the private developers. 
It involves the changing of traffic patterns, pedestrian walkways right through 
the city, the lowering of Granville Street with Georgia coming over the top. 
I only bring it up to urge that early consideration be given to the bill before 
the Senate committee. 

Senator McCutTcHEon: Do the plans show where the head office of the 


Laurentide Bank will be? 
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Hon. Mr. PETERSON: Not to my knowledge, no. However, I am sure they 


would be welcome in the same area, and we would certainly support that de- 
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velopment. i 


The CHAIRMAN: Will the Court House occupy a larger area than the head 
office of the proposed bank? r 


_ Hon. Mr. PETERSON: No. The Court House is conceived as a separate build- 
ing on the property immediately adjacent to the existing Court house. It in- 
volves the retention and use of the existing court facilities, and it only involves 
expansion, and it is a small part of the expansion. 


The CHAIRMAN: The tower building, I suppose it is going to be a public 
building with rental space? 


Hon. Mr. PETERSON: Yes, a public building with rental space. That is not 
to suggest the province would not rent space there, just as they are renting 
at the present time their other facilities elsewhere. 


Hon. Mr. BENNETT: Just as we have rented space in the B.C. Hydro Build- 
ing to the Royal Bank. 


The CHarirmMaANn: I suppose the other banks, if they wanted space in the 
building, they could make arrangements? 


Hon. Mr. PETERSON: I am sure the provisional directors would welcome 
such a proposal. 


Senator CRERAR: May I ask the witness a question? Does he know of any 
instance where credit-worthy people have been refused accommodation by 
the existing banks? I ask it only for information. 


Hion. Mr. PETERSON: Yes, I do. I would not like to submit personal in- 
stances before the committee. I merely indicate—which I think can be sub- 
stantiated by anyone—that talking to the small businessmen who are trying 
to start up they could not raise the capital they would like in establishing 
their businesses, and there are many examples, if it were the wish of the 
committee to have them. 


Senator McCurcHEon: Senator Crerar used the expression “credit-worthy” 
and was not talking about people who ‘want’ money. 


Hon. Mr. BENNETT: This large bank in Vancouver will be good for the 
other chartered banks. I am basically a hardware merchant and I know, and 
many of you men who know anything about the steel industry know that 
wherever you build a steel industry that becomes the competitive point. The 
same applies to banking. When Vancouver becomes a competitive point in 
banking, then the directors and managements of all the other chartered banks 
that have branches in British Columbia and western Canada, to meet the 
competition, will give more authority to their B.C. directors and management. 
That will be good for them as well. 

Somebody suggested in the press that the Government might say, “We. 
will not give you any timber unless you deal with this bank.” That is ridicu- 
lous; the government of British Columbia never deals like that at any time; 
and I repudiate that sort of suggestion. 

This will make for healthy competition in banking, and will be good for 
the other chartered banks, and they will grow in western Canada instead 
of going down. 


Senator CRERAR: I do not quarrel with that statement, Mr. Premier, at all. 
Senator LAMBERT: That is a good Liberal statement! 


Mr. BuRKE-ROBERTSON: The final witness intended to be called is Mr. 
E. M. Gunderson. His qualifications are set out at the bottom of page 5 and 
‘the whole of page 6 of Mr. Bonner’s statement which is before you. 
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should like to say that Mr. Gunderson is a gentleman with banking 
‘perience, and that experience together with all the other qualifications set 
out there will make him eminently suitable as a permanent official of this 
ank. He is now Executive Vice-President and director of the Pacific Great 
_ Eastern Railway Company; an Executive Director of the British Columbia 
Hydro and Power Authority; a Governor of U.B.C.; and Trustee of the B.C. 
- Medical Research Foundation. He recently resigned as a director of the Cana-— 
dian Bank of Commerce. 

Much of what Mr. Gunderson might have said to you this morning has 
already been covered by the evidence already placed before you—that is to 
the effect that a leading Canadian banker would be available to direct the 
policies of the bank; and also as to the response which is anticipated will be 
made by the people in British Columbia. 

I will ask Mr. Gunderson to rise, and I will ask one or two questions of 
him. 

Would you care to comment, Mr. Gunderson, to the committee on the 
_ proposed financial arrangements of the company? 
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Mr. Einar Maynard Gunderson, F.C.A.: Yes. Before making any statement in 
that regard, I would like to express my pleasure at being here, Mr. Chairman 
‘and honourable senators. Also, I might say that the provisional directors were 
associated in the preparation of these briefs and are in full agreement with 
them. We approved them in total, and that is our position as far as the briefs 
are concerned. They are our briefs as well. 


of such a province as British Columbia. 
Mr. GuNDERSON: No, it is quite an honour for us. 


Mr. BurRKE-ROBERTSON: Would you care to comment on the financial 
arrangements which you envisage will be made for the organization of the 
bank? 


Mr. Gunperson: As soon as the charter is issued we will follow the pro- 
cedures laid down in the Bank Act for the subscription for shares of the bank 
and the selling of them. 


Mr. BurRKE-ROBERTSON: I wonder whether you have anything to add to 
what has already been said as to the top level executive management of the 
bank? 


Mr. GunpEerson: All I can say in that regard is that a top level bank 
executive is available and will be chosen, and he will have control over the 
bank and will be appointing his own executive staff, training them and getting 
them from other banks. 

Banking is a specialty, and you have to have some chap as head of a 

- bank who has lived in it and grown up in it, and we propose to appoint a man 
as president and chief executive officer, and then turn it over to him to run. 
He will be responsible to the directors. The provisional directors at the present 
time are only five in number. And then when the shares are sold a share- 
holders meeting will be called and the permanent directors elected. This will 
be the same as in any other bank. 

Senator McCutTcHEON: Has any conclusion been reached as to the price at 
which the shares will be offered—will they be offered at par or above par? 


Mr. Gunperson: No decision has been reached, but we propose that they 
will be issued above par. Our thinking is along the line that the shares will be 
sufficiently above par to create a reserve, and that this reserve will be com- 
_ parable to the reserve position and the par value of leading Canadian banks. 
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Senator CROLL: The press reports indicate that the bank shares will be 
available first to the people of British Columbia, then to the people of Alberta, 
and then to us common people of the rest of the country. Have you any comment 
to make on that? 

Mr. GuNDERSON: The shares in the bank will be made available to all 
Canadians. At least that is our intention. 

Senator O’LEARY (Carleton): If the shares are oversubscribed by the public, 
will the Government of British Columbia insist on its 5 or 10 per cent? 

| Mr. GUNDERSON: I would not think so. I could not of course speak for the 
Government, but as one of the provisional directors our main purpose is to 
establish a bank in British Columbia with its head office in British Columbia. 

Senator O’LEARY (Carleton): Well, if you can’t answer that question I 
would like to ask the same question of Mr. Bennett. 

Hon. Mr. BENNETT: What was the question? 

Senator O’LEARY (Carleton): If the shares are oversubscribed, does the 
Government of British Columbia intend to insist on purchasing its 10 or 5 per 
cent? 

Hon. Mr. BENNETT: It may be less than 10 per cent, and it may be less 
than 5. But I want to say very clearly that it is our intention, the intention of 
the Government to buy shares. 

Senator O’LEary (Carleton): Regardless of the subscription? 

Hon. Mr. BENNETT: Yes, the higher the public subscription will be the 
smaller will be the amount purchased by the Government. At no time will it be 
more than 10 per cent. In fact it may well be less. But we intend to purchase 
some of the shares because we are determined that the bank shall not be taken 
over by a small group and amalgamated with another bank. 

Senator THORVALDSON: Premier Bennett indicated that the Government 
would subscribe up to 10 per cent, and I notice the capitalization of the bank is 
$100 million. Premier Bennett, when you speak of up to 10 per cent, does that. 
mean 10 per cent of the total capitalization, or 10 per cent of the amount sub- 
scribed? 

Hon. Mr. BENNETT: Ten per cent of the subscribed amount. 

Senator CRERAR: May I ask a question, and in doing so I ask it wholly for 
information, Mr. Bennett. You propose that the direct investment of the Govern- 
ment shall be limited to 10 per cent? 

Senator McCutTcHEon: Of the subscribed capital? 

Hon. Mr. BENNETT: Ten per cent of the subscribed capital. That will be the 
limit. 

Senator CRERAR: That is of course direct investment. But what about 
indirect investment? 

Hon. Mr. BENNETT: I want to assure the committee on that point, and I am. 
indebted to you, Senator Crerar, for bringing it up. That will be our total invest- 
ment. We will have no indirect investment in the crown corporation over and 
above that. 

Senator CRERAR: The Government does not intend to do so directly, but. 
what about the B.C. Power Corporation or the B.C. railway—what is it called? 

Hon. Mr. BENNETT: The Pacific Great Eastern—the P.G.E. It used to be 
called “Please go easy”’. 


Senator CrERAR: I believe Mr. Gunderson is the head of that, and I want to 
congratulate him on the success of its operations. But these agencies perhaps: 
without the co-operation of the Government might indirectly secure a sub- 
stantial interest in this bank. That is not contemplated? 


_ BANKING AND COMMERCE 47 


re ite tes Mr. BENNETT: No, and as Minister of Finance I am the fiscal agent for 
these agencies, and I want to assure the committee that the total amount which 
the Government would invest will not be more than 10 per cent of the total 


amount subscribed. If it is oversubscribed, it will be considerably less than 10 
per cent. 


Senator CRERAR: I am quite willing to accept your word on that. But 
governments, like individuals are mortal. Since it is possible that somewhere 
down the road, , Say four or five or even ten years away, a socialist Govern- 
ment should come into power in British Columbia, would you be willing 
now to suggest that in the charter the limitation should be set at 10 per cent 
either directly or indirectly? 


Hon. Mr. BENNETT: By “indirectly”? you mean crown corporations. You do 
not mean by the individual citizens of British Columbia. 


Senator CRERAR: That is right. 
Hon. Mr. BENNETT: I would not object to that at all. 


senator ROEBUCK: You say that irrespective of whether the shares are 
oversubscribed or not or if they are full subscribed, in other words whether 
the need for money is satisfied or not, you will still subscribe on behalf of 
the province. Will you tell us why? 


Hon. Mr. BENNETT: If we didn’t we would mislead the people of British 
Columbia. They have some confidence in the Government of B.C. and in the 
legislature, and if we led them to believe we were going to subscribe and 
then failed to do so that would be bad faith on our part. That is the reason 
why. 

senator CRroLL: If I may, I would like to move that we adjourn now to 
a later time. I do not think that bill has come over from the other place yet 
and so there is not a great deal of work ahead of us. Perhaps we can come 
back at two o’clock. _ 

The CHAIRMAN: The only thing I had in mind was if we were close to 
finishing this presentation it might perhaps be better to finish it. 

Senator CRoLL: I thought it was finished. 

Hon. Mr. BENNETT: I only hope that you would agree, Mr. Chairman, to 
adjourn until this afternoon. We want to answer all questions that are asked, 
and we want to discuss this matter fully. There was a great deal of discussion 
on second reading. It is unusual for a Government to come down here, and 
we have come a long way, and we are anxious to answer any question at all. 
If you would give us the time, and if the senators ask the questions we shall 
try to give complete answers. 

The CHAIRMAN: Has Mr. Gunderson finished? 

Senator THORVALDSON: Before the question of adjournment I should like 
to ask one more question in connection with shares. Referring again to your 
capitalization of $100 million, I wonder if any decision has been made in 
regard to how much stock you propose to offer for subscription to begin with? 

Hon. Mr. BENNETT: The whole issue. 2 

The CHAIRMAN: The suggestion I make is that we adjourn further ques- 
tions on this bill and further consideration in committee until the Senate 
rises this afternoon. 

Senator CroLu: I think by doing so we are losing time. The questions 
may be extensive. If we don’t sit now we won’t get back here until 3.30. 
That seems to be a considerable time. Why not come back at two and adjourn 
at three? 
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The CHAIRMAN: It is too hot a day to come back at two o idan I am ss 
just expressing my own view, I am expressing the view of amany members 
of the committee. 


The Committee adjourned at 12.30 p.m. 


Upon resuming at 3.50 p.m. 


The CHAIRMAN: Honourable senators, I call the meeting to order. We 
had reached the stage of questions. Are there any. questions honourable 
senators would like to ask? 

Hon. Mr. BennEtTT: May I say, Mr. Chairman, that I am very pleased to 
notice the fans in operation this afternoon. I think that is very considerate 
of you. a 

The CHAIRMAN: We do the best we can. P 


Senator RoeBpuck: Mr. Chairman, I asked a question as to why the pro- 
vincial Government would subscribe for the stock of the bank in circumstances — 
when all the necessary money was available. The answer I received was that | 
some pledge had been given to the public that the Government would sub- ~ 
scribe, and so the Government is carrying out its pledge. It seems to me that ~ 
that answer is not good enough, if the honourable the Premier will permit 
me to say so. 

The pledge to invest the money is one circumstance, and the fact that 
the money has been raised without a provincial contribution is another cir- 
cumstance entirely. It seems to me that there must be some better reason 
than that given. ; 

What was the reason why the Government pledged to the people that it 
would invest in the first instance? Why give that pledge? Was it because the 
authority of the Government was required in order to promote the enterprise 
in the first place? Is it because of the example which the Government will set, | 
which will result in money flowing into the coffers of the bank? What was the 
reason in the first place? There must be some better reason than that given us. 


Hon. Mr. BENNETT: I thank you again for bringing up this question. If the 
answer is not considered complete, then I would like to add that the Attorney 
General, in his brief, dealt with this question very fully. However, I will say 
again that this was Government policy. It was announced in the Speech from 
the Throne. Therefore, it was not any commitment given to the people of the 
province without any intention of carrying it out. It was contained in the 
message that the Lieutenant Governor read at the first session of the present — 
Legislature of British Columbia. Then a bill was submitted to the Legislature 
which was passed by a great majority. I think I said before that it would be 
a lack of good faith on our part if we did not carry it through. 

Senator McCurcuron: Surely, Mr. Chairman, the Premier, for whom I — 
have great respect and whom I have known for many years, is not naive enough 
to believe that statements in the Speech from the Throne must necessarily 
be implemented. 

Hon. Mr. BENNETT: No. That is the reason why I say it was carried forward — 
in a bill submitted to the Legislature of the Province of British Columbia, and ~ 
which was passed by a very large majority. | 

Senator RoEBucK: Then why did you put it in the Speech from the Throne? - 
There must have been some substantial reason for initiating this thing in the ~ 
first place. 

Hon. Mr. BENNETT: That is right, there was. It is high ernment policy 
in the Province of British Columbia. 


Senator ROEBUCK: Why the policy? 


E> 


PO yo eM ne i A Tr se Ee ea ow Se Me Be nS | Vnaline Pye & ‘“ ae) Se te ee hed ad - 
i aa eat paint pci Th Maye A AR A! WY Ge si MUN te Uo Magan Ui Hoes Mave anti vinta! raat ae Vilas Atle 
i i Cr ARE A TE te ie os va 4 y : Rear hate BS ee Wis: ui ! f nh ie 
EFL MOE ANA kw Pre i By kee 


BANKING AND COMMERCE 49 


a Hon. Mr. BENNETT: The policy is for this reason, that when I left New 
Brunswick following the war—I might say I was not in the air force for any 
_ length of time when the war was over, and I went to the province of Alberta. 
_ I then went into private business for myself, and found it very difficult to get 
bank loans to help extend the business. I found this very, very difficult. 

My first partner was a French Canadian, and I want to say this for the 
sake of goodwill across Canada, that for the two or three years we were in 
partnership on a 50-50 basis there was no friction and no difference of opinion 
between us although we were opposite in religion and politics. Not a thing came 
between us. 

In the early spring of 1930 I sold out my interests in the businesses I 
owned in Alberta, and went to British Columbia. I was there during the thirties 
and during the whole period of the depression. I was president of the Board of 
Trade of the Okanagan, and we endeavoured to establish many industries there, 
but we always had to give long personal guarantees. When we needed credit 
for our business we had to give these guarantees. These are very large busi- 
nesses in the Okanagan now, but I am sure that if we had had a Bank of 
British Columbia at that time with headquarters in the province there would 
have been thousands of successful businesses and industries, which we do not 
have. So it is my experience of business over 34 years in private enterprise. 
British Columbia as a private enterprise, on the front, the main street free 
enterprise, not one of those monopolistic enterprises but a competitive free 
enterprise, that we need it, because I saw it in dozens of cases, where bank 
credit was refused where in my opinion as a businessman it should not have 
been refused. I feel very strongly on this and have had this long experience 
in business and this is the reason why, the only reason why I went into public 
life was because I did not agree. I was not called upon to make a large con- 
tribution in the time of the First World War because of my age, in the Second 
World War I was too old, so I do not mind what anyone says about me critically 
in public life, because those errors are small in comparison with the bullets that 
other men have to face and therefore I will stay in public life as long as I have 
the health and strength. 


Senator CROLL: And the votes of the people. 


Hon. Mr. BENNETT: And the votes of the people. The people of British 
Columbia support this move, because they want it. British Columbia is now 
a great new empire in itself. Here in the Montreal Gazette—no, I do not 
think I have got it here, Mr. Chairman. 


Senator CROLL: Mr. Premier, certainly you have sold the idea that British 
Columbia needs a bank. I do not think you have to repeat that. Let us go 
on from there. 

Hon. Mr. BENNETT: I would say we need a bank. 

Senator CROLL: You need a bank in British Columbia. 

Hon. Mr. Bennett: A large bank. No small bank will do British Columbia. 

Senator CROLL: Yes; you need a large bank. 

Hon. Mr. BENNETT: The only way we can get a large bank, not one with 
a $10 million or $12 million capital, is by the Government of British 
Columbia saying it has confidence in the bank and therefore is not going to 
duck out. 

Senator ROEBUCK: I think you have given me the answer. 

Hon. Mr. BENNETT: I am indebted to you for pressing the question. 

Senator McCutTcHEON: May I address a few questions? I take it from the 
premier’s last statement that the premier would not regard Laurentide Bank 
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as being a satisfactory bank for the interests of British Columbia, notwith- 2 
standing the fact that we have had ample evidence here that it will be properly ‘ 
financed and that it will have its head office and its chief executive officers in — 
Vancouver. 

Hon. Mr. BENNETT: I would say that British Columbia welcomes the 
Laurentide Bank as well. It is not sufficient in itself but we would welcome ~ 
it as well. When I was a free enterpriser, the boards of trade and many people ~ 
tried to say we should not led in the chain stores, the mail order business house 
and so on. As a free enterpriser I had to say ‘“‘The more competition we get 
the better; either you believe in genuine free enterprise or you do not.” We 
believe in genuine competitive free enterprise, not in merchandising only but 
in the banking field as well. We want more than one bank in British Columbia 
but we want to establish this large bank, the Bank of British Columbia. 

senator McCutTcHEon: Then I will move along. In other words, your 
position is that a bank with a head office in British Columbia is not what 
you want. What you want is this bank and, if I understand you, if other 
banks— 

Hon. Mr. BENNETT: No, I did not say that. We want them all. We support 
the Laurentide as well and we need two or three more banks, one to start 
with in Vancouver. We would support them all. 

Senator McCutcHron: Let me put it this way. Supposing Parliament 
incorporates the Laurentide Bank, will that satisfy the aspirations of British 
Columbia? 

Hon. Mr. BENNETT: The answer is no. 

Senator MCCUTCHEON: Yes, very well. 

Senator Farris: I would like to ask my honourable friend if he is putting 
the Laurentide Bank in substitution for the Bank of British Columbia. 

Senator McCutcHron: I made no such suggestion. I merely asked a 
question. 

Senator Farris: This was what I took from the question. I want to know 
what it was. 

Senator McCutTcHEoON: I am not here to be cross examined. 

Hon. Mr. BENNETT: I am, though. 

Senator McCutcHeon: That is right. Now, Mr. Premier, you and the 
Minister of Industry have referred to the difficulty of getting bank loans by 
so-called small businesses. At the same time you have both indicated that this 
is going to be a commercial bank operated as a commercial bank for a profit. 
Now, are you suggesting that the commercial banks today are turning down 
opportunities to make money? 

Hon. Mr. BENNETT: The answer is yes. 

Senator McCuTcHEON: Would you like to give me an example? 


Hon. Mr. BENNETT: Yes, I could give you lots of examples but they are per- 
sonal friends of mine and different people in business and I would not be free _ 
to give their names, but I know dozens of cases. | 


Senator McCutcHeon: I know lots of people who apply to banks without 
getting the money. 


Hon. Mr. BENNETT: This is a genuine experience. 


Senator McCutcHEon: Mr. Gunderson this morning was asked about the 
capitalization of this bank. The authorized capital is $100 million. Under the © 
Bank Act the shares will have a $10 par value. That means 10 million shares. ) 
I asked Mr. Gunderson if any decision had been taken as to the price at which © 
- the shares would be offered to the public. Mr. Gunderson said “no”. He said _ 
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‘no anes taken ny they would be offered above par and they would © 
ered, he thought, on a basis which would ensure that the new bank 
ad a reserve in relation to the capital comparable to the reserve in relation to 
the capital of the established banks. Am I right, Mr. Gunderson? That is right? 
LE took the opportunity, during the recess, to look up the relation of capital and © 
reserves of other banks. The capital of the Bank of Montreal as at November 
- 30, 1962, which is the latest figure I could put my hands on, was $66,500,000. 
That is ay compared to the capital of the proposed Bank of British Columbia. 
_ The reserves were $243 million. If my arithmetic is right, that means that you © 
are contemplating a bank with $100 million of capital and $400 million of — 
reserve, if you are going to keep that ratio. ye 
Hon. Mr. BENNETT: I think that is a little on the large side. He did nat 
particularly choose one bank. 
Senator McCuTcHeEon: I did not, either. I will read some other banks. I _ 
took the Canadian Imperial Bank of Commerce. Mr. Gunderson used to be well 
acquainted with it. Its capital is a little larger than that of the Royal Bank. Its 
_ capital is nearly $70 million as at October 31, 1962 and its reserves were $190 
million. Do not worry about my arithmetic too much. Let us say that the re- 
_ serves are three times, or not quite three times. Therefore, are we contemplat- 
ing a bank with $100 million and $300 million in reserves, and going to sell 
those shares, say, for $40 a share. 
Hon. Mr. BENNETT: That is a little on the high side. 


Senator McCuTcHEon: Shall I turn to some other bank. Which bank would 
_ you like me to take? 

Hon. Mr. GUNDERSON: What is the average? 
4 Senator McCuTcHEON: I have not done my arithmetic. The premier this 
morning tried to suggest that if you wanted to get a loan from the Bank of 
_ Nova Scotia you should go to Halifax. 
. Hon. Mr. BENNETT: I did not suggest that. 

Senator McCutcHEeon: No, you did not, but you said that the head office 
is in Halifax, then you compared Nova Scotia with British Columbia. 

Hon. Mr. BENNETT: No, with the four Maritime provinces. 

' Senator McCuUTCHEON: With the four Maritime provinces. But the execu- 
tive office of the bank is in Halifax, so that was a most unfair and irrelevant 
comparison. But I will change to another bank. 

Hon. Mr. BENNETT: That makes it worse. If all the banks with head offices 
are all in Montreal, Toronto, that only reinforces my argument. 

Senator McCuTcHEON: That may make it worse from your point of view 
but also makes your comparison irrelevant. I will turn to the Bank of Nova 
Scotia. At October 31, 1962, the capital was $27 million and $92 million of 
reserve, which is not four times but substantially more than three times. I 
think we are entitled to know on what basis you are proposing to offer these 
shares to the public. It is obvious you are not going to offer them at $40 a share, 
that you are not going to offer them at $30 a share. What are you going to offer 
' them for? 

4 Hon. Mr. BENNETT: I would think the fair thing—in my talks with the © 
provisional directors they say they will not exceed $30. 

Senator McCuTcHEON: I am quite certain they will not exceed $30. I 
am asking how much less. 

Hon. Mr. BENNETT: The decision has not been made. 


Senator McCuTcHEON: Will it be $12.50 or $15? 


Hon. Mr. BENNETT: The decision has not been made. 
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Senator McCuTcHEON: We can get no information on that point? 


Hon. Mr. BENNETT: We have given the full information in the presen- 4 


tation. 


Senator McCuTCHEON: In regard to Mr. Gunderson’s statement this morn- 


ing regarding the reserves in relation to capital, I will go through all the 
banks, if you wish, but I think it would be a waste of time, because I know 
the ratio is going to be about what I have quoted. In other words, Mr. 
Gunderson’s statement this morning was a little on the optimistic side. 

Hon. Mr. BENNETT: I would say this, that Mr. Gunderson was speaking 
in general terms. The discussions I have had with the provisional directors, 
the position was basically what we have stated—added further thereto now 
is the statement that they will not exceed $30 a share. 

senator McCuTcHEON: I wonder how you can be basically correct and 
yet be basically wrong, but I will not pursue the matter any further. I think 
the point has been made. 

Hon. Mr. BENNETT: The point I want to make very clear, Mr. Chairman, 
is that in British Columbia there is the unanimous feeling that the bank 
should start with adequate paid up capital, and adequate reserve as well; 
and we are saying that very clearly and definitely in that respect. 

senator McCutTcHEon: All I am asking, Mr. Premier, is what would you 
regard, for a bank with $100 million capital, which incidentally will be the 
bank with the largest capital in Canada, as an adequate reserve? 

Mr. GUNDERSON: I would say not less than twenty nor more than thirty. 

Senator McCuTcHEon: So you are contemplating a bank with a capital 
of $100 million and with a reserve of not less than $100 million and not more 
than $200 million? 

Hon. Mr. BENNETT: Reserve. 

Senator MCCUTCHEON: Yes. 

Hon. Mr. BENNETT: That is right. 

Senator McCuTcHEon: And you expect to raise that money in Canada, 
the Province of British Columbia having agreed by its Premier this morning 
to limit its investment to 10 per cent or less of the subscribed capital? 

Hon. Mr. BENNETT: That is right. 


Senator McCutTcHreon: Mr. Premier, would you be prepared to go back 
to British Columbia and amend your act—I know any act of the legislature 


can be amended by subsequent legislation—but to limit your investment to - 


that rather than to leave it in the position it is today? 


Hon. Mr. BENNETT: Yes, if the Senate does not delay our bill—I will cer- 
tainly give that commitment, yes. 

Senator McCutTcHEeon: The Senate has delayed no bill. 

Hon. Mr. BENNETT: I do not say that it has; but if you do not delay it 
until the provincial legislature meets—that is what I mean; because we will 
not meet until January or February. We are fortunate that our session does 
not last all the winter and all the summer; it lasts for only eight weeks. 

Senator McCutTcHEON: You are certainly fortunate. Now, I have a number 
of questions, Mr. Chairman. I am going to turn to what may be a rather 
trivial matter, and then I shall return to something of more substance. 

Senator RorBuck: I should like to be clear on what the witness has just 
said. Have you said, Mr. Premier, that you commit yourself to do something? 
What is your commitment? 

Hon. Mr. BENNETT: I committed myself this morning—I think it was 

Senator Crerar asked me the question, would we object or agree that if this 
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bill in the Senate was amended—to include the investments of not only the 
government of British Columbia but any of the provincial crown corporations, 
and I said yes. So this additional commitment includes the same thing. I 
committed myself this morning when Senator Crerar asked me the question, 
and I am glad he asked it, because I did not think that there was that doubt 
in your mind about crown corporations. 

Senator McCutTcHEON: In other words, you will be quite happy if we 
write in a limitation clause to the bill? 


Hon. Mr. BENNETT: Yes. I think that would be better, because Senator 
Crerar, or one senator, mentioned that some future Parliament might do it, 
and then amend this bill again; whereas if it is right in this bill itself, that 
is the basis on which the charter would be granted. That is the reason I wil- 
lingly agreed this morning, to show that that was our genuine attitude. 

Senator CRERAR: That was not quite the point, although you come close 
to it, Mr. Bennett. Quite obviously, the conditions that will obtain in the 
future for this bank are the provisions in the act incorporating. 

Hon. Mr. BENNETT: Exactly. 


Senator CRERAR: It then becomes like any other bank. What concerned me 
this morning was whether or not a legislature limiting itself to 10 per cent of 
the subscribed capital of the bank might not get around it indirectly by having 
some of its crown agencies or crown corporations take stock under its direc- 
tion. Now, if I understood the Premier alright this morning, Mr. Chairman, 
it was that he was quite prepared to have writen into this charter a limitation 
that neither directly or indirectly would the government be holding more 
than 10 per cent of the subscribed capital. Am I correct? 

Hon. Mr. BENNETT: You are correct. 

Senator McCutTcHEON: Mr. Chairman, this morning the Minister of Labour 
and Education—and I notice that very interesting model—showed us some 
most interesting development plans, which I now have in front of me. He 
said, of course, neither the provisional directors nor the government have 
had anything to do with this. The impression one gets from listening to the 
Premier is that the Province of British Columbia is going to be a small share- 
holder in a very large bank, and is just there to give confidence to the people, 
with no idea of directing it or directing its policy. 1 would like to ask the 
Premier to comment. He or someone in his office was good enough to send 
me a copy of a speech which he made to the Vancouver Chamber of Commerce 
on April 30, 1964. 

Hon. Mr. BENNETT: What page? 

Senator McCuTCHEON: It is on the last page, and it has his card attached 
to it, with a beautiful seal of the Province of British Columbia on the card. 
The sentence I want to read is as follows: 

We hope, too, that it— 


referring to the Bank of British Columbia. 
will make an immediate contribution to the development of the down- 
town business core, because, as you know, we— 

this is the Premier of British Columbia speaking. 
plan to locate their head office building in the Robson, Howe, Smithe, 
Hornby block,— 

that is the block the Minister of Labour was speaking about this morning. 
for which we are now negotiating with the City of Vancouver. 


Now, the Premier has protested that even though the people of Canada 
will subscribe the $200 million or $300 million that is contemplated, according 
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SAT CG ey ant eine hsce ; 
to Mr. Gunderson’s evidence, and the Premier’s evidence, to the capital Yand,.® 
reserve of this bank, British Columbia is still going to take shares in this 
~ bank. I don’t understand why, under those circumstances; and I ask who is | 
going to run this bank. The Premier on April 30 said that he was. Re . 

Hon. Mr. BENNETT: The Premier didn’t say that. The word is “hope,” and 
you quoted the word “hope’’. 

Senator McCutTcHEon: No. The speech says, ‘We hope too that it will make 
an immediate contribution to the development of the downtown business 
core”; and listen to the rest; ‘because, as you know, we plan to locate it there.” 

Hon. Mr. BENNETT: Well, we plan. 

Senator McCutTcHEon: “Hope” means nothing. 

Hon. Mr. BENNETT: Certainly the hope must come into the question with 
the plan as well. Certainly we planned, and the provisional directors agreed 
with that point of view. 

Senator McCuTcHEON: The hope is that it will make an immediate con- 
tribution to the development of the downtown business core. 

Hon. Mr. BENNETT: That is right. 

Senator McCuTcHEON: But the plan is “to locate the head office building 
in the Robson, Howe, Smithe, Hornby block.” Now, who is going to run this 
bank? 

Senator RoEBucK: In other words, who is “we?” 

Senator McCutTcHEon: We—the members of the British Columbia govern- 
ment. 


Hon. Mr. BENNETT: Oh, no, we are only the servants of the people of 
British Columbia. 


Senator RorBuck: Well, is not “we” the directors of the bank? 


Hon. Mr. BENNETT: No directors of the bank; and I gave a commitment 
for the government in the legislature that no member of the government 
would be a director. 


Senator RoEBucK: Then is it not the directors who will make the 
decisions? 


Hon. Mr. BENNETT: Certainly the directors will make the decisions. 


Senator McCuTcHEON: Why should the Premier make the announcement 
then? 


Hon. Mr. BENNETT: Well, the Premier is the life of the British Columbia 
government, you know. 


Senator McCutcHreon: I have known that for a long time. 


Mr. GUNDERSON: The board of directors are not going to pay too much 
attention to what politicians say. 


Senator CroLLt: How do you think you got there? 


Hon. Mr. BENNETT: I want to tell you this, that the best profession in the _ 
world is not a chartered accountant, nor a lawyer, nor a businessman. The 
best men are those who give their lives to public service; and politicians j 
represent policies. All this talk in the country about people in politics—they 4 
mean partisan, a dirty type of politics: but there is nothing better than for 
the youth of our land then to have a proper respect for politics; and to me 
it is the best word in the dictionary. 


Senator McCutcHron: As a reformed lawyer, I agree with you. 


Senator CroLt: I am rather naive about this. I realize that this is an 
application, that this bank will in fact be a British Columbia bank and will 
be influenced by British Columbia policies, as indicated by the Government 
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a ce am not reas myself that these things will ae Papper but let 


us about some things that are happening now. With whom do you bank? 
ay Hon. Mr. BENNETT: We bank with three banks: the Canadian Imperial 
nk of Commerce, the Bank of Nova Scotia, the Toronto-Dominion Bank— j 
l we. do have one small account with other banks. 
Senator McCuTcHEON: Did he name the Canadian Imperial Bank of — 
: ‘Commerce? 
Hon Mr. BEennetT: Yes, that is our main banker! 


you suggest will be the policy with respect to the banking facilities that will 
be carried on by the Province of British Columbia? i 


say very definitely that we believe a provincial Government should have more 
_ than one bank, and we will still have more than one bank. We will still have 
at least three banks. I am not saying how much business we are going to 
_ give them! I want to be perfectly frank before this Senate committee. 
Senator Crouu: I think I knew what your answer would be. The next 
° question I was going to ask you was this: Who is going to get the major 
4 portion of the business? 

oi Hon. Mr. BENNETT: That is the decision of the Minister of Finance. 
Senator CRoLL: Let me talk about the ‘political’ bank— 

Senator McCuTcHEon: Who is the Minister of Finance? 3 
Hon. Mr. BENNETT: The present Prime Minister of the Province of British 
_ Columbia! | 
Senator CROLL: Yes, I thought that. is 
Mr. Premier, you did a great deal of talking about the “political” bank, 
and you made some explanation with respect to it. Then you were asked 
about the amount of shares the province would likely purchase in the bank, 
and you said, ‘from 5 to 10 per cent.” I have no quarrel with that. 

ft Hon. Mr. BENNETT: Maybe even less than 5 per cent. I do not want to give 
the wrong impression there. 
c: Senator CROLL: I am not tying you down. The first thing you have to do 
is get a charter, and then we will see about the limitations. 

q ; Are you aware, for instance, of the British Government’s ownership in 
_ British Petroleum, where the shares are non-voting in order to avoid enn 
the charge that is made with respect to this bill? 
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a Hon. Mr. BENNETT: Yes, I am aware of that, but we are going to accept 
_ the responsibility for those shares. We are not going to duck our responsibility. 
a _ Senator CROLL: You think you have to vote the shares? 

BC Hon. Mr. BENNETT: Yes, we are not going to duck our responsibilities. 


It would be unfair to the people we represent in the Province of British Colum- 
bia if we did not vote them. If something happened in the bank and we were 
ee eniates with another bank and we did not vote the shares, our Govern- 
_ ment would go out of office. A government in this country, following the great 


_ British tradition, must be a responsible government. 


Senator CROLL: What you are saying, in effect, is that one of the reasons 
the province should enter into the bank business is to protect it from amalga- 


mation with other banks—is that what you are saying? 
Hon. Mr. BENNETT: That is one of the reasons, and only one. 
: Senator CROLL: Are there any others? 
a Hon. Mr. BENNETT: Yes: industrial development and expansion and 
a: growth and jobs. 
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Senator CROLL: In the event we charter this bank, Mr. Premier, what do — We 


Hon. Mr. Bennett: I think that was covered in Mr. Bonner’s brief. We 
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Senator CROLL: With respect to industrial development and what-not, you 
have made a case not only for the Province of British Columbia but for seven 
other provinces. There are only two provinces that have head offices—Ontario 
and Quebec. : 

Senator McCuTcHEON: No, Nova Scotia. 

Hon. Mr. BENNETT: I am glad you mention Nova Scotia. 

Senator CROLL: Three provinces then. There are seven provinces that are 
exactly in your position, is that right? 

Hon. Mr. BENNETT: Yes. 

Senator CROLL: Then are we to treat the seven provinces in the same way? 

Hon. Mr. BENNETT: No, and I want to be fair, but I would think the four 
Atlantic provinces—and that is the reason why we dealt with it there. You 
would not, perhaps, have it, for instance, in Prince Edward Island—or what 
we Maritimers call “the island.” The five regions may have a bank—that is 
the point—if they choose. That is why the Dominion Bureau of Statistics does 
not break down its economic statistics by provinces. Senator McCutcheon 
knows this full well, because he was in the Government. They are all shown 
in five regions. Those regions are: The Atlantic region, Quebec, Ontario, the 
prairies provinces, and the Pacific region, which is British Columbia. There are 
five banking regions. 

Senator CROLL: What you said this morning to us was to the effect that 
our banking system has failed, in effect, in that the banks are not serving the 
people of Canada. Let me put it to you in your way. You have lumped the 
prairies provinces together as a region. 


Hon. Mr. BENNETT: The Dominion Bureau of Statistics and the federal 
Government do. 


Senator CroLL: I am not talking to the Dominion Bureau of Statistics, 
but to the Premier of the province. 


Hon. Mr. BENNETT: Yes. 

Senator CroLtu: And the Maritimes— 

Hon. Mr. BENNETT: The Atlantic provinces, four of them. 
Senator CROLL: That is two. 

Hon. Mr. BENNETT: Yes. 

Senator CroLu: And British Columbia? 

Hon. Mr. BENNETT: Yes. 


Senator CROLL: I agree with you. In those circumstances, wouldn’t you 
think they too are in need of banking facilities? 


Hon. Mr. BENNETT: I am sure that is not my responsibility: I am the 
Prime Minister of British Columbia. | 


Senator Croutu: After all, you know something about Canada, and we have a 


to deal with that dilemma. Don’t you agree with me? 


Hon. Mr. BENNETT: Yes, certainly I agree with you, but it is not for me 


to make the decision for them. That is the free choice they have, and I do not 


think one province should dictate to another province. We are only trying > ; 


to make this federalism work, that is all. “Co-operative federalism,” they call 
at: 
Senator McCutcHEon: Did you say “co-operative federalism’? 


Hon. Mr. BENNETT: Yes, that is the new term, and we are trying to make 
it work. 


Senator McCurTcHron: It is a novel term. 
Hon. Mr. BENNETT: Yes, and it is a good term. 


w a 
rete et 


BANKING AND COMMERCE 57 
‘: The CuHarrman: I thought you might reverse it and say, “Federal co- 


 operation’’. 
Senator CROLL: Under the British North America Act the federal Govern- 
ment has exclusive jurisdiction in banking. 

Hon. Mr. BENNETT: No, the federal Parliament has. 

Senator CROLL: Yes. I stand corrected. 

Hon. Mr. BENNETT: Yes, exclusive jurisdiction to make the rules. 

Senator CROLL: In banking? 

Hon. Mr. BENNETT: Yes. 

Senator CROLL: Under those circumstances, if Parliament was to grant a 
charter to British Columbia the western provinces, the Maritimes provinces, 
Ontario and Quebec— 

Hon. Mr. BENNETT: No, Ontario and Quebec have them now. 

senator CROLL: Just wait a minute— 

Senator BEAUBIEN (Bedford): Provincial banks. 

Hon. Mr. BENNETT: These are not provincial banks. 

Senator BEAUBIEN (Bedford): That is a matter of opinion. 


Senator CROLL: How, then, could the federal Parliament control the mon- 
etary and fiscal policy of this country? 


Hon. Mr. BENNETT: I am glad you asked that question, because I too was a 
student of finance for many years, long before I was a Social Crediter, and I 
made some reference to it this morning. Back in the thirties— 


Senator McCUTCHEON: You mean when you were orthodox? 


Hon. Mr. BENNETT: You know, Senator McCutcheon, when I was young 
and uniformed I was a Tory too, and I was a Tory of the Tories in the tradition 
of the Empire Loyalists of New Brunswick, and there is no tougher Tory than 
they are. But in the thirties, when my namesake, R. B. Bennett, thought about 
a central bank—and I think he will go down in Canada as one of Canada’s 
greatest Prime Ministers—but did not have the proper machinery to handle 
the situation, because after the First World War the League of Nations recom- 
mended that those nations which did not have central banks should have them. 
In 1930 Canada did not have a central bank. In 1933 they appointed a commis- 
sion to make a survey, and they did not report until 1934. They sold shares 
across this nation. I was a shareholder. I also—which I did not say this morn- 
ing—ran as a director—and that was a long time ago, 1934—as a student of 
finance and banking; and the cry was that this central bank was going to be a 
“political” bank. That was the issue raised by my very good friends the 
chartered banks of the day. So Prime Minister Bennett of Canada had to make it 
50-50: 50 per cent public and 50 per cent Government-owned. It was not 
long before Mackenzie King saw the futility of that and turned it into a 
straight Government bank, which it properly should be. Since that time Can- 
ada has had no bank failures at all—no retail bank failures, and that is all the 
chartered banks are now. 

Prior to that first annual meeting of January, 1935 in this city, which 
I attended, the chartered banks printed all the currency, and we had a great 
argument at that first meeting as to whether it should be printed in French or 
English. 

Senator McCuTCcHEON: It was bilingual. 

Hon. Mr. BENNETT: No, not at that time. At that first meeting, in January, 
1935, it was agreed they should follow the procedure of the chartered banks: 
in those areas which were French it would be printed in French; and in those 
areas which were English, in English. Later it was changed, and it was a good 
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thing they changed it too, because we must have goodwill in this nat 


bank, the Bank of Canada, the best in the world ... the best in the world be- 
cause it was set up last and had all the experience of others to go by. What we 
need is more retailers and more retail business in this country dealing with 
banking so that we can lift the economy of this country. The economy of 


ion. The 
point is that the Pacific Region of Canada is now at a different period of ex- 
pansion. Now, you do not need Government banks. We have the Government 
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Canada is not growing fast enough. It is not fully employing our people. We | 


are losing our best brains to the United States of America when we’ should 
be keeping them at home. During the tight-money year, 1962—as mentioned 
by the Minister of Education—loss of our provincial university people to the 
United States of America. What we must have is an opportunity for industry 
to develop and for this reason we need this financial machinery. Retail banks 
are the same as any other retailer. 

With only one retailer in a community, say a hardware retailer, I could of 
course supply the community with hardware, but that would not amount 
to free enterprise. We are here to ask the Parliament of Canada to allow the 
same competition in banking as applies elesewhere and so to help lft the 
economy of this country. This development I mentioned about British Columbia 
is only one-third of the expansion we could have and would have if we had a 
proper banking system in this country. 


Senator CrRoLL: I was the one who asked the question, and I should like 
to repeat it. I don’t mind if Mr. Bonner answers it, but what I said to you was: 
Let us assume for the moment you are entitled to a bank charter. I am not 
quarrelling with you on that. I said you made a case for it, an overwhelming 
case, but you also made a case for a bank in the western region, in the Atlantic 
region, in the Ontario region and in the Quebec region if those regions sought 
one. 

Hon. Mr. BENNETT: I agree with that. 


Senator CROLL: In those circumstances I asked you if all of those regions 
received bank charters how could the Canadian Government, the federal Gov- 
ernment or Parliament control the monetary and fiscal policy of this country? 


Hon. Mr. BENNETT: I think it is very clear, but I shall ask the Attorney 
General to speak on this as well. To me it is very clear. In the Bank Act the 
Bank of Canada has control of the retail banks. 


Senator CroLL: Who has control of the banks today? You say they can 
have complete control? 


Hon. Mr. BENNETT: Completely. You can put the brakes on at any time 


you like. You can also encourage them to be expansionist and to make new 
Joans. 


Senator CROLL: But that is what you are complaining about today, that 
we could not make them do that. 


Hon. Mr. BenneEtT: If the federal Government wanted to act and to exert «4 


control they have full powers to do so through the Bank of Canada, and the 
Bank Act. We recognize that. And the directors inform me that this bank will 
co-operate with the Bank of Canada 100 per cent. 


Hon. Mr. Bonner: May I address myself to this question for the assistance 


of Senator Croll. I referred only in passing this morning to the evidence of the is 


Governor of the Bank of Canada before the Royal Commission on Banking, 
and mentioned the fact that in a great number of cases and particularly in 
the index, including at page index 173, the Governor described the controls 
available to the central bank. I mention that the Governor of the Bank of 


Canada in testifying before this commission outlined in great detail the controls _ 
available to the central bank, by the direction of monetary policy, the provision 


ice stability, and a host of other facets of fiscal policy with which the 
tional administration through the instrumentality of the Bank of Canada 
ust be concerned. I pointed out as well, if you consult what I said this morn- 
ng; that in his evidence Mr. Rasminsky went on to say additionally that 


ze although the controls were directed essentially for the purpose of the chartered 
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banks they had equal influence over near banking institutions such as trust 
companies and also had influence in the investment market and elsewhere. 
Es He went on at one point to say that in his opinion with the administrative 


- responsibilities presently before the country these controls were adequate. If 
I may say so, I think he would have been prepared to say further that if the 


controls were inadequate it is within the competency of the national Parlia- 


‘ment by statute to introduce further controls. I don’t think, if you would care 


‘to examine this, you would find any lack in the machinery available to the 
- national Parliament in this regard. 


Senator McCuTcHEon: Mr. Chairman, I would like to preface what I am 
going to say by saying, as Senator Crerar did, that I am not a director of a 
chartered bank although I have been in the past. I think the best evidence that 


the chartered banks are not concerned about additional competition is the fact 
that they were all notified of their opportunity to come before this committee 


and to speak with respect to the three bills now before us, and none of them 
accepted that invitation, nor did the Canadian Bankers Association. Speaking 


only for myself, I am not concerned about the possibility of more competition 
in the banking business of this country any more than I would be concerned 


about more competition in the brewing business. 

Hon. Mr. BENNETT: Or in the pulp and paper industry. 

Senator McCutTcHEON: Or in the pulp and paper industry. We probably 
face more in the pulp and paper business because what is happening in British 
Columbia is evidence that there is going to be a great deal more competition 
in the pulp and paper business. In my philosophy I agree with that. When we 
come to this question of banking I feel there are some considerations that apply 
in that field that do not of necessity apply in the field of brewing and pulp and 


paper. That is the point I want to direct myself to, and I have tried to do so, | | 


and I am not satisfied with the answers I have received. 
Here we have a bank which is talking about raising $200 million minimum 


of capital, and $300 million maximum; the latter figure would make it the 


biggest bank in Canada from the point of view of paid-up capital and reserves, 
and the former or lower figure will make it one of the larger ones. I want to 
know why the Province of British Columbia feels that if, as indicated, this kind 


of capital is subscribed, it then needs to be a shareholder of the bank. 


Senator RorsucK: That is the question I asked and which the Prime 
Minister answered at great length. 
Senator McCuTcHEOoN: I wasn’t satisfied with the answer. 


Senator RorBuck: Oh, I see. 


Hon. Mr. Bonner: May I interpose, Mr. Chairman, by referring to the 
remarks which I advanced on this particular question earlier today. There are 
certain aspects of this bank which would render it from a number of points 
of view somewhat different from others. I refer to the ramifications in connec- 
tion with entire resident ownership. Canadian bank shares trade on an open 
-market and at any given moment it is impossible really to say, except by 
an educated guess, where the larger groups of shareholdings do in fact lie. 


Senator McCutTcHEoNn: But they do in fact lie in great majority in Canada. 
That is a matter of record. 


Hon. Mr. Bonner: That happens to be the case, but it is not necessarily so, 
because purchasers from abroad can acquire Canadian bank shares without 
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difficulty. In relation to this particular point I refer to the relatively stable — 
market value for a bank share which deserves to be held there. 

Senator McCUTCHEON: May I interrupt you? 

Hon. Mr. BONNER: Yes. 

Senator McCuTcHEON: I have heard your point and I do appreciate it. 
The investors are not interested in a relatively stable value, but in a value 
that goes up. Are you saying that if the Province of British Columbia owns 
2 per cent of these shares that fact will stabilize the market even if the province 
owns 10 per cent? ni 

Hon. Mr. BonnErR: I am suggesting that in a market confined to Canadian 
shareholdings the presence of a minority shareholder of some identifiable 
capacity will have a stabilizing influence on the market. 

Senator McCutcHreon: Well, I wish you could bring expert evidence 
of that. 

Hon. Mr. BoNNER: I might not be an expert on this, but— 

Hon. Mr. BENNETT: You know what they say about an expert? He is a 
person who is three miles away from home, and lost. I might say that in 
British Columbia all the experts have said it would fail, but it has gone far 
beyond our expectations. The proof of the pudding is in the eating. I would 
like to come down here three or four years from now and discuss this with 
you again. 

The CHAIRMAN: All the experts here today had better be careful, in view 
of your definition. 

Hon. Mr. Bennett: That is right. 


Senator McCutcHEron: Assuming that this capital is fully subscribed, if 
your interest in taking shares is limited to the fact that you will provide a 
stable market—and I personally do not regard that as an adequate reason— 


Hon. Mr. BonNER: There are five other reasons. In the interests of time 
I would refer you to page 17 of my brief. 


Senator McCutTcHEon: Let us be clear. Let us go on the assumption that 
I am not opposed to the incorporation of new banks, because I am not. Let 
us assume I would be happy to have a bank properly financed with proper 
Management and with its head office in British Columbia, because I am. 
But, the neat question that I am putting is: If your capital is fully subscribed, 
or even if the whole of the $200 million or $300 million is not taken up, because 
you can start a bank on far less than that; if there is an adequate subscription 
from the public why does the Province of British Columbia insist on its 
right to be a shareholder? 

Hon. Mr. BENNETT: Because we have provincial rights, and we have the 
right to own shares. We have citizenship rights in this country. Just because 


you are in a provincial Government that does not lessen your citizenship 
rights. 


Senator CrRoLL: Mr. Premier, let me put this to you; if we decide to charter — 
the Laurentide Bank why cannot you do exactly what you want to do, namely, 
acquire shares of that bank and help that bank grow? 


Hon. Mr. BENNETT: The answer is: No. 
Senator CRoLL: Why? 


Hon. Mr. BENNETT: We have considered that and turned it down. It is 
Government policy. 


Senator McCutcHEeon: Then, Mr. Premier, let me come to the point you 
raised—and I point out you raised this point; I did not— 


Hon. Mr. BENNETT: We raised all the points. 
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‘Senator McCutcHEon: Very well. You raised this one. You said that it 

ihe would be ridiculous to think that the province of British Columbia would 

invest in a bank which would be used for partisan purposes, because 

ue obviously you want the bank to be successful. With that I agree. You have 
instanced the difficulty you might get into if you influence loans, and so on, 
and from a political point of view I agree with you. It would be just as if you 
went into making beer, because the first bad batch you brewed would lose 
you a lot of votes. 


Hon. Mr. BENNETT: There is a lot of bad batches now, but the Government 
does not get the blame for them. 


Senator McCuTcHEoNn: That is right. I have not seen this in the press, but 
you said it had been suggested that people might not get forest management 
licences— 


Hon. Mr. BENNETT: That was in the press. 


Senator McCUTCHEON: —or they might not get the trees that the great 
industries in B.C. need if they did not deal with your bank. You repudiated that 
suggestion. . 


Hon. Mr. BENNETT: That is right. 


Senator McCutTcHrEon: I accept your repudiation, but what about your 
successors? 


Hon. Mr. BENNETT: My successors? Who is going to succeed you? If a 
government does a good job then it stays. I want to make this very clear, 
that our whole record shows a nonpartisan approach from the time when 
we became a small minority government in 1952. 


Senator McCutTcHEON: No, no— 


Hon. Mr. BENNETT: I want to make a point on this. You raised this, Senator, 
and I must deal with it. There is this question of patronage. When we formed 
a government we found special lists with respect to everything, and we told 
them to burn them forthwith. Every single person, be he Liberal, Conservative, 
C.C.F. or what have you, in British Columbia since August 1, 1952 has been 
able to tender with respect to any supplies. And not only that—and this 
occurs only in British Columbia—seven days after the order is placed, which 
is necessary so that they cannot chisel on that order, the unsuccessful bidders 
or their agents can inspect the order and the other bids. Every trade group 
thereby automatically polices the purchase of its own commodities. The whole 
business of provincial government is conducted in that manner. 

Patronage will defeat any government, and patronage, whether it be in 
logging, timber, supplies or in the appointment of people, is the cancer in the 
democratic system. Any government that follows that practice will be defeated. 


Senator McCutcHeon: Mr. Premier, I accept that fact. I have had no 
business connections in British Columbia for several years, although I used to 
have some. I accept the fact that that is the policy of your government, but 
you have misunderstood me. Supposing we get a Liberal Government in 
British Columbia, or supposing we get a Conservative Government— 


The CHAIRMAN: Perish the thought! 

Senator McCurcHEoN: Or suppose we get a C.C.F. Government in British 
Columbia? This is what concerns me. I still cannot understand why, if you 
can obtain the capital from the public, and so on—sure, you are sponsoring 
the bank, you are naming the provisional directors, and it is taken for granted 
that the directors you name will appoint able management, or you will 
inspire them to name able management. I am not worried about you, but I 
am worried about what may be the situation ten years from now when you 
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decide to retire and your party is defeated at the polls and some other Ove 
ernment gets in. They will then find themselves the largest shareholder M1 
this bank. If this bank can be financed by the public why do you want to — 
put any money in it? | Avo aa aa 

Hon. Mr. BENNETT: Mr. Bonner dealt with that at page 17, and I dealt 
with it— 

The CHAIRMAN: Mr. Bennett, it seems to me that we have been back- 
wards and forwards, up and down, across and through the centre, and have 
covered all other angles of this question. Has not enough been said at this 
point, or is there anything new that you can add? 


Hon. Mr. BENNETT: I want to say this, that I as the provincial Premier | 
believe in our Constitution. Our Constitution gives the right to the federal t 
Parliament to set all the rules for banking. The government can set any rules 
that Parliament will pass. The Government will most likely be influenced 
by recommendations from the Treasury Board and the Bank of Canada. I 
am sorry that Senator McCutcheon appears not to have grasped this point, 
although I am sure he has complete confidence that the Bank of Canada 
is operating so well, and that Parliament is operating so well with this system 
of revising the Bank Act every ten years. I am sure that if a situation — 
developed that necessitated action Parliament could act fast. I have confidence ~ 
that the Parliament of Canada and the Bank of Canada can set the rules so ~ 
that banking in Canada on a retail basis can be handled in the best interests fl 
of Canada. I have that confidence. If I had not that confidence then I would 
not be a firm believer in the federal system. I have great confidence in ; 
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Canada. 


Senator McCutTcHEon: Mr. Chairman, I have taken up too much time, but 
I want to say one more thing. I must say I am sorry, but I am still not satisfied 
with the Premier’s statement. It is true that the federal Parliament controls 
the provisions of the Bank Act: It is true that the Bank of Canada controls 
the monetary policy of this country under the direction of the Minister of 
Finance. 

Hon. Mr. BENNETT: And the Inspector of Banks. 


Senator McCutcuron: The one thing that the Premier did not mention _ 
is that Parliament can also decide whether or not there will be another bank — 
incorporated. I have no illusions that this bank, if it is capitalized and so on | 
on the basis we have been told, will be successful. If I were not a Member ” 
of Parliament I would be tempted to buy shares in it when they are offered — 
to the public. I am not concerned about the fact that the undertaking may be _ 
influenced by the government to make bad loans or good loans because politi- 
cally that would be very stupid, but I am concerned about the possibility that — 
ten years from now when Mr. Bennett and his colleagues are no longer in 
power and some other nameless group is in power, someone might say to me, — 
if I were operating a large pulp and paper operation or a sawmill in British @ 
Columbia: “Now, you get your credit from the Bank of Montreal, but we will 
handle your foreign exchange transactions. You make your deposits with | 


us. You carry your payroll accounts with us, and so on”. Having said that, 
Mr. Chairman, I will say no more. 7 


Hon. Mr. BENNETT: That is a position that the federal Parliament can a 
deal with. p 


Senator CrRoLL: I was going to ask Premier Bennett if he would care to — 
comment on a report which I saw recently which is surprising to me, that the 


board of trade had opposed the granting of a charter on the circumstances. I 
would call it a newspaper report. Would you care to comment on that? ~*~ 
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fe) a. Mr. BENNETT: The Vancouver Board of Trade is a very splendid board 
de and I was president of the Kelowna Board of Trade many years ago. 
_ They are a great institution because they help industry and so forth. But I say 
y a more friendly tone than anything else that I would tell them, because I 
am ex-president, that the board of trade opens its meetings by praising God 
and then passes the resolutions. 
_ Senator ROEBUCK: That is what they do in the Senate. 


3 Hon. Mr. BENNETT: I saw you in action today in the Senate. I would like 
to thank the Senate for the nice compliment they paid me. I was honoured and 
glad to be present. The Vancouver Board of Trade—that is the difficulty, in 
_ British Columbia we have a branch economy—a branch economy. Too many 


people are branch managers. What we want is some head offices, so that they 
would think more about British Columbia. Sir Edward Beatty who was a great — 


leader of the C.P.R. said to me one day: “The trouble with branch people 
across the country is that if I get up in the morning I put my hat on ina 
certain way, every one of my lieutenants across the country will do the same.” 
I have no quarrel with the Board of Trade of British Columbia. Although I 
have seen a critical letter, they say they are 100 per cent for the Bank of British 
Columbia to be established in British Columbia—not in the Singular but in the 
plural. I will file the letter if you so desire. 


commence business? 
Hon. Mr. BENNETT: The individual share? 
Senator CROLL: Yes? 
| Hon. Mr. BENNETT: One hundred per cent. 
; Senator RoEBUCK: I want to ask a further question. 


senator O’LEARY (Carleton): I want to ask three questions but one of 
them has been dealt with very fully by Senator McCutcheon, although I think 
_ I would have dealt with it in a slightly different way. I want to ask Mr. Bennett 
_ this. He said this morning, in reply to a question of mine, that the Government 
_ had changed its mind and it would now be content with 5 per cent or 10 per cent 
_ of the shares. 


Hon. Mr. BENNETT: No. The government did not say it changed its mind. 
It said that in the bill the maximum is 25 per cent. 


Senator O’LEARY (Carleton): You still want 5 or 10 per cent? 


Hon. Mr. BENNETT: We did say that the public reaction to this bank with 
government participation was so great that the investment dealers—and we 
have letters here—say that they never had anything like this offering to buy 
shares in something that had not yet been submitted. We say then that we think 
that no more than 10 per cent will be needed. 


Senator O’LEARY (Carleton): You say that regardless of how great it is, 
you still would like 10 per cent. 


Hon. Mr. BENNETT: No, I did not say that. I said up to 10 per cent. — 
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Senator O’LEARY (Carleton): All right. In the event of your getting the 


charter, do you intend to repeal the act of your legislature empowering you 
to take 25 per cent? 


Hon. Mr. BENNETT: My suggestion was in answer to the Honourable Sena- 
tor Crerar. I agreed with his suggestion that the Senate could place the limita- 
tion right in the bank charter, so that not only would it permanently limit the 

- provincial government interest so far as the government which I lead but all 
future governments. If the senator wants, I would certainly give a commitment 
that I would recommend to the legislature that the act be changed. 


ee 


Senator CROLL: What percentage of the capital is to be paid up before they | 
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Senator O’LEARY (Carleton): May I put the other question, then, though 
there may be some repetition in it? Senator McCutchon agreed with you. He 
took your word for it that you would not use this bank for patronage purposes. 


Hon. Mr. BENNETT: He knows our background. 


Senator O’LEARY (Carleton): I would accept your word, too, but, sir, 
I have lived in this city for 50 years and watched the operations of govern- 
ment—Liberal, Conservative and so on. 


Hon. Mr. BENNETT: In ‘the wrong city. 


Senator O’LEaRY (Carleton): And I want to tell you this, that no matter 
how good they were they favoured their own. It would be to deny your 
human nature, sir, to say here today that you would not favour your own. 
Certainly, there is this danger in this bill, in giving you this charter, the 
danger that a large segment of the public would feel and would suspect— 
and there would be grave danger in this itself—that you would use your 
power as premier, as leader of this government, vitally concerned with the 
success of this bank, that you would use your persuasive powers, which are 
very good, to make sure for example that your suppliers are contractors 
and other people would use this particular chartered bank in preference 
to others. 


Hon. Mr. BENNETT: I think you made a good point there, but I would 
disagree with it 100 per cent. I have tried to ensure, on the purchase of 
supplies and on contracts, that we put up checks and balances, to stop that 
very thing, so that no outside pressure could be applied. We had a highway 
under construction, the Cariboo Highway. If anyone knows anything about 
contracts on the Trans-Canada Highway or any other highway they know 
that they are tendered on the unit basis—so much for removing rock, so 
much for material, and so forth. On highway contracts some bids were 
rejected and tendered again. On the Cariboo Highway contracts, open bidding © 
saved the public 42 per cent and saved the taxpayer on all highway contracts 
many millions of dollars by abolishing patronage. This is my reputation 
and policy, and at 63 years of age I am not going to change that. 


Senator McCuTCHEON: Your successors may change that. That is what — 
worries us. 4 


Hon. Mr. BENNETT: My successors. 


Hon. Mr. PETERSON: May I state a personal opinion on this subject of 
successors? I think it is clear that any successors would still be acting for 
all of the people of the province and acting presumably in the public interest. 
I would suggest to honourable senators that it is far less dangerous, because © 
first of all there would not be this influence that you speak of in order to 
prevent their de facto control. When you limit the controlling to Canadian 
people and limit the provincial government to 10 per cent, so there could not © 
be de facto government control. Secondly, there would not be this influence, 
but I suggest in the alternative that it is far less dangerous to give this in- 
fluence to government acting on behalf of all the people, than it is to give 
it to any select group of private financiers with interlocking directors acting 
for other companies as well. I suggest that is far more dangerous than the 
influence you are discussing this afternoon. 


Senator Rogesuck: Mr. Premier, you read us quite a little homily on con- 
stitutional law. 


Hon. Mr. BENNETT: No, I am not a lawyer. I am just a blunt businessman. 


Senator RoEBUCK: Nevertheless you made a statement with regard to 
constitutional law. You said that the management of the banks is within the 
jurisdiction of the dominion Parliament, as expressed in the Bank Act, the — 


BANKING AND COMMERCE 65 


_ incorporation of banks and their control after they have been incorporated. 
_ Will you tell me, in your opinion, where the jurisdiction lies with regard to 
_the buying and selling of bank shares after the bank has been incorporated? 
Is that within the dominion jurisdiction or is that within the provincial 
jurisdiction? 

Hon. Mr. Bonner: Are you inviting the premier to give a legal opinion, 
senator? 


Hon. Mr. BENNETT: He is my advisor. 


Hon. Mr. Bonner: I venture an opinion in regard to the dealing in bank 
shares. As regards the Bank Act itself, it is dealing with personal property. 
That means that the Queen in right of the province has the same right to deal 
with the province as the Queen in right of Canada and to deal in shares 
would fall into this category. What you have in addition to this is that, so 
far as the Revenue Act of our province is concerned, the investment of public 
funds of the province, and to the extent that these public funds may be 
permitted by a national law to be invested in the bank which is under 
discussion, the regulation thereafter exerted over that investment under the 
Bank Act and through the machinery of the Bank of Canada becomes a 
direction in effect by the Queen in right of Canada over funds disposed of 
by the Queen in the right of the province. That I suggest is the start of the 
bare bones of the problem. I suggest with the greatest of deference that 
opinions which have been advanced on second reading, that it is within 
the competence of the Queen in the right of the province to buy shares is the 
correct constitutional view. 


Hon. Mr. BENNETT: I should like to make it clear that under the Revenue 
Act, any surplus and other ordinary revenue of government, excluding borrow- 
ings, may be invested; that we can buy up to so much of the shares of this 
bank with the proposed amendment limiting provincial government investment 
to 10 per cent. 


Senator RoEBuckK: The purpose of my question was whether we have any 
right to decide whether the Province of British Columbia, through its govern- 
ment, shall buy shares in a bank or buy shares in anything else. That is provin- 
cial jurisdiction, is it not? 

The CHAIRMAN: Senator, you can discuss the expediency. 


Hon. Mr. BONNER: As the Government of British Columbia we are saying 
that we agree to this amendment being put in this bill, therefore that is agreed 
by mutual consent, so we do not raise any constitutional question. 


Senator Power: Mr. Chairman, may I ask a question of the Premier. I 
gather from what he has expressed that he and his energetic friends have a 
patriotism which we might call local patriotism—British Columbia. At the 
same time there is, he asserts, a great deal of virtue in free competition, free 
enterprise. Does he not believe that when this bank is formed, the tendency in 
British Columbia will be for the people to leave the other banks, and that 
then he will be destroying to some extent free competition? 


Hon. Mr. BENNETT: I do not think so at all. If I have a hardware store, 
and I sell heavy furniture and appliances, I cannot sell my goods for nothing, 
nor can I get all the business. That is something that is in human nature. It is 
especially so with a bank. If you are associated in the business of a bank over 
the years you are not going to lightly leave the bank—and here I am being a 
booster for the present banks—where you have had satisfactory arrangements 
for a long time, or even a short time; and therefore what you say is not the case. 
What will happen, if I may act as a prophet, is that we would have a new 
competition, just as in the case of the steel industry with a new plant. 
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Senator POWER: We have a great deal of sentimental prejudice. | 

Hon. Mr. BENNETT: But there is loyalty to a bank which is giving service. 
All my business life I have banked with one bank. I believe that the other 
chartered banks, being staffed by very realistic people, and very clever people 
as well, who live in Vancouver, British Columbia, will look upon this bank 
as only one bank only, and will give more authority to their regional officers 
and give them more seniority and positions so that they can meet this new kind 
of competition. I also think that 10 years from now the regular chartered banks 
now in British Columbia will be doing more business than they ‘are doing 
today, and the largest bank will be the Bank of British Columbia. 

Senator Power: I take it that your argument is that because chartered 
banks are now to some extent foreigners, that is to say, they have their 


headquarters elsewhere than in British Columbia, they are apt to be not quite 


so generous in their advances to retail businesses, and that the bank which is 
contemplated will deal with them more generously; but do you not think that 
some thought should be given to a more objective view such as that given by 
parties who are not actually part of the local community? 

Hon. Mr. BenneTT: I would say this, that the loans that have been freely 
granted in Toronto and Montreal have not hurt regional development. Where 
is the great development in Canada? Being so close to headquarters of the bank, 
human nature being what it is, you can talk first hand with the people, which 
is far different from sending in a report by remote control and waiting weeks 
for an answer. 


Senator Power: I am under the impression that a great many of these 


almost purely local banks were liable to go to the wall, probably because they: 


are too generous. 


Hon. Mr. BENNETT: No bank has gone broke in Canada since Parliament in 
its wisdom set up a proper banking system—supervised by the Bank of Canada. 


Senator Power: Probably because either a minister or the directors felt 
it was better to save their hides. 


Hon. Mr. BENNETT: Are you suggesting that these mergers were arranged 
with the Government? 


Senator Power: I suggest that the Government must have given the 
advice, and pretty strongly. 


Hon. Mr. BENNETT: That is Government interference much greater than in 
regard to this little or big bank we are thinking of starting in British Columbia. 


The CHAIRMAN: Senator Thorvaldson? 


Senator THORVALDSON: Mr. Chairman, I think the Premier and his associ- 
ates recognize that most of us will agree that they have made out a splendid case 
for a Bank of British Columbia, with the City of Vancouver to be the head 
office of such bank. We are all aware of the tremendous economic advances 
which have taken place in your province, Mr. Premier. Furthermore, I am sure 
we all recognize that you have many important business people in British 
Columbia who support you in the proposal to establish such a bank in support, 
as indicated by the names which appear in the petition which you referred to. 

My question is this. I think you understand that there appears to be a re- 
luctance on the part of many senators and many people in Canada to create a 
precedent, namely, the precedent of a province becoming the owner or part 
Owner or in control of a bank. Would it not be possible, supposing the Senate 
were able to see things in your light, that this bank should be incorporated 
under some of the conditions you specify, without the province making an 
investment in this bank at all. Instead, you and your associates would continue 


_ to provide leadership as you have been doing in regard to the organization — 


‘ 


engl Ac in Vancouver, that is, having its head office there: then that 
u and the provisional directors you have named, as well as other persons 
hose names you have recounted to us, who are all prominent citizens, could 
-ontinue to organize such a bank Siihout financial participation by the 
province. Namely, you would have your bank without your government becoming 
_a shareholder. That is my proposition to you. Is there any possibility of chang- 
ing the situation to make this possible? 


Hon. Mr. BENNETT: There is no law today to stop any provincial government 
’ in Canada from buying shares in any chartered bank in Canada; so why re- 
_ strict us at this time? We can go out and buy shares in the Royal Bank, the 
_ Bank of Montreal, the Bank of Nova Scotia, or any other bank, so why restrict 
» us to this bank? 
i‘ Senator McCuTcHEON: I will tell you why, Mr. Premier; because if you 
_ go out and buy shares in the Bank of Montreal, the Royal Bank, the Bank of 
_ Nova Scotia or the Canadian Imperial Bank of Commerce, you will have very 
_ little influence in it. I will say again, that I accept your Roos fides completely, 
_ but I don’t know who your successor will be. All I know is that as sure as the 
_ sun rises and sets, some day there will be a new government in British Colum- 
_ bia, and you will not be the premier. Now, that is what concerns me, and I want 
_ to make it as frank as that. If you want to go out and buy shares in the Canadian 
_ Imperial Bank of Commerce, or any other place, you go out and do it— I am not 
_ to be concerned about that. 
Hon. Mr. BENNETT: Yes, but we don’t want to prevent our province from 
' advancing, and we do not want to be held back. It can grow three times as 
_ fast. This is a serious situation. I would not be here for the first time in history 
4q aS provincial premier, and bringing ministers with me, and my financial ad- 
> visers, if we were not dead earnest about this, and 100 per cent for it. 
‘ Senator McCutTcHEON: Mr. Premier, if you can raise even $100 million 
~ you can set up a bank on a basis such as no other bank in Canada has ever 
4 had—with a foundation that no bank in Canada has ever had before. If you can 
_ do that, with this head office in British Columbia—and after all you are not 
4 one of the petitioners, the petitioners are sitting over here— 
t Hon. Mr. BENNETT: I am here because of the principle in the second read- 
ing of the bill. | 

Senator McCutTcHEOon: I know. 
E Senator FARRIS: I am listening! 
k Senator McCutcHron: I say that you can start off a new bank with the 
- broadest base by far—with $100 million—that any bank in Canada has ever 
’ had. If you can do that with these prominent British Columbia people as the 
' provisional directors, why do you need to own one per cent of the stock? 
t Hon. Mr. BENNETT: Because we won’t settle for second best. 
k Senator McCutcHeon: All right. 
Y The CHAIRMAN: Any other questions? Are you through with these wit- 
| nesses? 
EF Senator CRERAR: There is a point that has bothered me, Mr. Premier. 
Quite obviously, if you get a charter for this bank, if the Province of British 
Columbia can take an interest in a bank and promote a bank, which you are 
_ doing and which you are quite entitled to do, then any other province may do 
the same thing. 
| Hon. Mr. BenNETT: That is right. 
I Senator CRERAR: What bothers me is the possible conflict that may arise 
in the future out of that act. Under our constitution certain things were 
definitely reserved for the federal authority. 


gene 
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Hon. Mr. BENNETT: The federal Parliament. 

Senator CRERAR: Yes, the federal Parliament. 

Hon. Mr. BENNETT: That is right. 

Senator CRERAR: And among them, banking. 

Hon. Mr. BENNETT: Yes, banking control; that is right. 

Senator CRERAR: And the control of fiscal and monetary policy as far as 
any control was exerted. Now, if we visualize perhaps three banks organized 
in Canada with three provinces or three groups of provinces holding an 
interest in them, don’t you think there is a possibility of a conflict arising 
between the provincial and federal authorities in this matter? 

Hon. Mr. BENNETT: Not one per cent of the conflict as on other issues, 
and I have attended many, many federal-provincial conferences with two 
types of Government, and there has never been any conflict there. The federal 
jurisdiction is supreme as far as setting the rules of the game of banking are 
concerned, and they can change the rules. I see no conflict. 

Senator CRERAR: Well, very good. But if, for example, what I indicate 
happened and you had three banks in Canada with provincial interests in 
each of the three banks—perhaps one in the Maritimes, one in British 
Columbia and perhaps another in Quebec— 

Senator McCuTcHEON: And Newfoundland. 

Senator CRERAR: Newfoundland would scarcely support it. 

Hon. Mr. Bennett: I did not say that! 

Senator CRERAR: If you had that condition of affairs and then you came 
to the conclusion that the Bank of Canada and the federal authority were 
following a monetary policy that was much too restrictive in its effects and 
you agitated to change it, do you think that would promote the unity of 
Canada? 

Hon. Mr. BENNETT: I want to say this: we can advocate, every Canadian 
citizen, whether a provincial Premier or any other type of citizen—because 
we are all equal in Canada—can advocate changing Government policy on 
banking at all times. I was first to advocate the revaluation of the dollar. 
The Liberal party opposed us and said it was ridiculous and foolish, and so 
did the Tories; and now they are both boasting that it was their idea. 


Senator McCUTCHEON: We did it. 
Hon. Mr. BENNETT: We advocated it seven years ago. 
Senator CRERAR: I think those conflicts would be bound to arise. 


Hon. Mr. BENNETT: No more than they are now—less, because the 
banks would strengthen the regional economy. What is the conflict really in 
Canada? It is in the areas in Quebec where there is no development; that is 
what makes the conflict. And the Maritimes—I came from there and had to 
leave because the competition was too great and because the opportunity was 
not there. To raise these different regions, especially in the east and west 
extreme regions; that is the necessity for national government policy to keep 
unity in this nation—and that is no threat. 


Senator McCurcHron: I think we should send more Maritimers out to 
B.C. to compete with Mr. Bennett. 


4-0 Senator CRERAR: That is the one doubt I have in my mind, and I think 
it is a very real doubt. In this country today Confederation, as we call itis 
under very severe strains and stresses. 


_Hon. Mr. BENNETT: Mostly because our banking fraternity have not done 
their job; that has a lot to do with the strains. 


Senator CRERAR: I suggest the evidence is against it— 
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Hon. Mr. BENNETT: When you were Leader of the Progressives, when I 
used to follow your speeches with great interest, I followed a lot of thought 
along that line. 


Senator CRERAR: I would like to finish, if I may. I think the evidence 
is against the assertion that British Columbia has been held back because of 
monetary policy—or any other part of Canada. 


Hon. Mr. BENNETT: Yes, we have been held back. 
Senator CRERAR: I do not agree with it. 
Hon. Mr. BENNETT: As Premier, I know it. 


Senator CRERAR: I am quite sure that the development of provincial banks 
—hbecause that is what they would come to be known as—would lead to 
stresses and strains that would be very serious for us all. 


Hon. Mr. BENNETT: I have just the other view, senator. I do not question 
your right to hold that view, but with all deference I disagree with it, because 
I think if you let these regions have some vitality then we would get more 
co-operation in this nation. 

When I first came to British Columbia I went to see an old chap, the largest 
hardware wholesaler and retailer in California. He said, ‘“‘Cec., don’t make the 
mistake we made in California. Your resources in British Columbia are ten 
times ours. You are being held back by faulty banking policies, but I should 
not say that because I am a citizen of another country. We were convinced 
in our Chambers of Commerce and Boards of Trade of that, and everybody 
thought California was going ahead. I have lived to see the day where I have 
sold property to these easterners—“Yankees”’ they call them—‘“and the mid- 
west, and I have lived to see the day when I have bought the property back 
at 30 times my selling price. We have not the needed national resources in 
California and our oil and natural gas are going to run out.” 

British Columbia is the richest part of North America and we will be 
held back further if we do not receive the charter for this Bank of British 
Columbia. Of that I am convinced, and for that reason I am here, and for no 
other reason, and I believe it with every breath I draw. 

Senator McCutTcHEeon: Mr. Chairman— 

The CHAIRMAN: We are starting to “triple track” now. We have been over 
three or four times some of the things that have been said. I do not blame 
people for their enthusiasm in doing so, but surely we should stay close to 
the question, if we have any questions left. We keep going around in circles and 
coming back to the same point, getting additional answers which are repetitive. 
If the committee wants that, well, that is all right; but I think we may have 
reached the point of no return as far as the value of anything else that may 
be said is concerned. If you want to carry on in this fashion, that’s fine. 

Senator McCuTcHEON: I withdraw my question. 

Senator BEAUBIEN (Bedford): Let’s adjourn. 

The CHAIRMAN: If you have no further questions to ask—Mr. Bennett, I 
don’t want you to feel I am attempting to shut out many answers or any 
additional evidence, but I have been sitting here and listening and I have seen 
this train go ‘round and ‘round and shop at the same station so often, and the 
same thing has been said again and again so often that I could repeat it from 
memory. Of course, it is part of the objective of the questions, because when 
they ask a question and you do not give the answer you are expected to give 
you are asked the question again in the hope that the next time you will do 
better on it. 


Senator McCutTcHrEon: They always fail. 
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The CHAIRMAN: Yes. It seems to me that at some stage, unless there is 
additional evidence, we should call a halt. Is there anything more you want 
to add to anything you have said? 

Senator CROLL: Just before he does, I raised the question and Senator 
Crerar repeated it. What is bothering the members of this committee—and I 
think it is in the interests of the Premier to clarify it if he can—is this: That 
he has made a case for a bank is beyond all question, as it affects the need 
in British Columbia and the western part of Canada. There is no question about 
it at all. But he did more than that, and I think this is the only thing that is 
bothering the members of the committee. He made a case for other provinces 
also to have banks, and that means provincial commercial banks, as I pointed 
out, in either eight provinces or five regions. In those circumstances, we are 
troubled with, as Senator Crerar puts it, the conflict that may arise in the 
one field we are still supreme federally in, banking. I think the Premier of the 
province should calmly take a few minutes to talk to us like an uncle and 
lay the cards on the table, as he sees it, in order to clarify that doubt in our 
own minds, because I think that is the only thing that is bothering us. 


Hon. Mr. BENNETT: I want to say I am glad these questions have arisen. 
That is the reason why I wanted to come down here so that I could be ques- 
tioned. A brief is one thing, but in my view the proper way to do it is to answer 
questions. If I wax enthusiastic it does not mean anything except that I am 
doing what I can with the best good will. Furthermore, in case I do not get an 
opportunity of saying it before the committee adjourns, I would like to express 
how pleased I am, and the pleasure of the group who have come from British 
Columbia, at the attention we have received from the committee, the courtesy 
and the priority extended to us. I may also say that what pleased us more 
than anything else were the vital and pointed questions put to us. If the 
members of the committee had just sat back and not put those questions 
to us we would not have known what was in your mind. You see our real 
problem is the fact that the one place in Canada today that is just bursting 
with growth is British Columbia. You do not have the same problems in the 
other provinces. For that reason the other provinces will not be knocking 
on your door to do the same for them. I am sure you are worrying about some- 
thing that just will not happen and that will never trouble you. In British 
Columbia, beyond the mountains, it is difficult for people and executives to 
come to see us and visit us. However, when they do come they say “I wish 
I had known about this before.” As I say, we are not like the other provinces, 
we are in fact beyond the mountains. And I am pleading to you to give 
consideration to our province and to the fact that we are in a different position, 
and make it easy for us to co-operate in the building up of a great nation. 

Senator Isnor: I have sat here for a long time without asking any questions. 

The CHAIRMAN: You have your opportunity now, Senator Isnor. 

Senator Isnor: There is just one question I am worrying about. We have 
coming up sometime in the future a revision of the Bank Act, and I am wonder- 
ing as to what the position of British Columbia or any other province would — 
be if in that revision of the Bank Act there is a section prohibiting the provinces 
from embarking on such a venture as this. 


Hon. Mr. BENNETT: I don’t think it would stand up in the courts. I think 
it would be unconstitutional. 


Senator Isnor: What do you mean by that? 


Hon. Mr. BENNETT: I feel there is a proper place to deal with this, and I 
think that is in the Bank Act. 


Senator Isnor: My question is what would your position be in those cir- 
cumstances? 
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Nh Hon. Mr. BENNETT: My position is that if you are going to deal with this 
_ question this is the only place to deal with it. Because then you are dealing 
_ with all the provinces. I am not agreeing with your point of view that it would 


be a good thing to do. I am not agreeing it would be constitutional, but, I do 


_ say, if you are going to do it that is the place to do it. 


Senator Isnor: The Premier says that if a revision such as that takes 
place the attitude of the British Columbia Government would be to take it 
to the court to show it is unconstitutional. 

The CHaIRMAN: No, that is not what he said. 


Hon. Mr. BENNETT: I did not say that. I said I would question the consti- 
tutionality of it. Outstanding lawyers in the Senate have already said that them- 
selves during second reading. I have read the speeches on second reading. 

The CHAIRMAN: I think, Premier, you are confusing two questions. What 
Senator Isnor said was that when the Bank Act comes up for revision, if there 
should be a provision in the new Bank Act which proscribes or prohibits any 
holding directly or indirectly of shares of a federally incorporated bank by 
a provincial authority, or by a federal authority for that matter, and, let us 
assume that in the meantime you have received your charter, the question that 
Senator Isnor is asking is what would your position be in relation to that. 

Hon. Mr. BENNETT: If we had our charter we would not have any trouble. 


The CHAIRMAN: The charter would be subject to the revisions of the 
Bank Act. 

Hon. Mr. BENNETT: We would have our shares. 

The CHAIRMAN: But you would have to conform. 


Hon. Mr. BENNETT: The whole question is a constitutional question which 
has been brought up by Senator McCutcheon that the federal Parliament has 
control of banking. If the federal Parliament goes beyond its constitutional 
boundaries, it is the same as if a province did so and would have to stand 
its chances in court. — 


Senator PouLioT: Could I ask a question of Mr. Bennett in the friendliest 
manner? 


The CHAIRMAN: Yes. 


Senator PouLioT: I want to ask a blunt question. Are you in favour of 
Confederation or not? 

Hon. Mr. BENNETT: If all the other provinces left Confederation, then 
of course we would be left by ourselves. But the point is that we believe 
we would be the last to leave because we believe 100 per cent in Confedera- 
tion from Newfoundland to Victoria, and everything I can do as long as 
I am Premier to make this a great united nation I shall do. I am 100 per cent 
Canadian. 


Senator PouLIOT: You gave the answer I expected you to give. 


Hon. Mr. BENNETT: Our people left a certain tea party to come to Canada. 
We are not going to do anything to alter that situation. 


Senator CrRERAR: Mr. Chairman, there is one remark I should like to 
make to clarify what I have already said and to remove any wrong impres- 
sion that might have been left by my previous remarks. I am not opposed to 
giving charters for new banks where it is clear that the public interest will 
be served, because the public interest is paramount. However I am very 
doubtful about the wisdom of any provincial Government having an interest 
in a bank. I have already stated my reasons for this and I do not need to add 
anything to that. 


The CHAIRMAN: We have been over all that. 
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Senator McCUTCHEON: I move that we adjourn. 

The CHAIRMAN: May I suggest, subject to the views of the committee, that 
we reserve on this. Some senators will need to see the transcript and that will 
take a few days to prepare. It will be necessary for us to deliberate before 
making any decision in connection with this bill. However, that does not end 
the work of the committee. We have two other bank bills awaiting considera- 
tion. We are sitting again tomorrow morning. 7 

Senator CROLL: How about tonight? . 

Senator McCuTcHEON: We are sitting on the Companies Act tomorrow 
morning. 

The CHAIRMAN: Do I gather the members of the committee would be pre- 
pared to gather here at eight o’clock this evening, and not say that the chair- 
man was a slave driver? 

Senator CROLL: By all means. 

Senator McCuTcHEon: I am willing to sit tonight, but not tomorrow morn- 
ing, on these bank bills. If we don’t get through tonight we should wait until 
Wednesday morning next. 

The CHAIRMAN: We will adjourn the committee until eight for the con- 
sideration of the bills in connection with the Bank of Western Canada and the 
Laurentide Bank of Canada. 

Senator McCutTcHEon: I think it will be very difficult to consider two bills 
in a vacuum. I suggest to the committee that we should await the transcript 
of today’s evidence, and we should meet at 9.30 on Wednesday, July 29, to 
consider the three bills. 

The CHAIRMAN: We are going to meet this evening at eight o’clock and we 
will consider at that time what is the best thing to do in the circumstances. 


Whereupon the committee adjourned at 5.30 p.m. 


—* 
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aan and ineice to support, on behalf of the Government of 
; British Columbia, the application of five outstanding and experienced 
Canadians for incorporation of the private Bank of British Columbia. 


Perhaps you are wondering why the Premier of the Province is 
appearing before you in support of a Bill to incorporate a private 
bank? I do so whole-heartedly on behalf of the people of British 
_ Columbia to assist them in obtaining a large financial institution with 
its head office in the Province of British Columbia. 


From the beginning of the idea to form a Bank of British Colum- 
bia with head office in the City of Vancouver, the only interest of the 
Provincial Government in the matter has been to support the principle 
and attempt to ensure it is developed on a sound financial and business- 
like basis. To this end, the Legislature of British Columbia authorized 
the Provincial Government to purchase shares in a privately chartered 
bank with head office in the Province. As is customary in this type 


of legislation, a limit was imposed—in this case not more than 25 per > 


cent of the share capital. 


This authorization is not contained in the Bill under discussion to 
charter the bank. I mention it, however, as it has given rise to the 
charge that this is a “Government bank” or a “ political bank.” 
I have publicly stated on behalf of the Government—and repeat to 
this Committee—that in view of the tremendous support evidenced by 
our citizens for this bank, British Columbia will not purchase more 
than 10 per cent of the shares. I want to emphasize the Bank of 
British Columbia will be a private chartered bank. We are all aware 


that regulations and controls concerning shareholders and the opera- | 


tions of chartered banks in Canada are contained in the Bank Act. 
British Columbians recognize that the Parliament of Canada has the 
control of such matters and have confidence in Parliament to regulate 


uniformly for all Canadians. 
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I can assure you the Government of the Province of British Colum- 
bia has only one desire in supporting Bill S-20, and that is to see a 
large bank incorporated with its head office in the Province and devel- 
oped and operated on sound business and financial principles. As 
Premier, I am convinced it is urgently required and wanted by the 


people of the Province. 
The Bill itself contains five principles for your consideration. 


One, the name—the Bank of British Columbia. It honours one 
of our 10 Provinces, as does the name Bank of Nova Scotia. 


Two, the location of the head office in the City of Vancouver— 
the largest city in British Columbia and the third largest in Canada. 
This city has now reached a financial stature of its own, being the 
largest metropolitan centre west of Toronto, and is an appropriate 
location for the direction of a large bank dealing mainly in western 
matters. 


Three, the capitalization of $100 million. This sum exceeds the 
minimum for incorporation set out in the Bank Act and indicates the 
provisional directors are convinced that the ability of the new bank 
to be successful, to achieve a responsible position among Canadian 
banks, and to avoid amalgamation depends on adequate financial 
resources at the start of business. 


Four, the names of the provisional directors—all well-known and 
respected businessmen of the Province. Any information you wish 
concerning their background or business knowledge will be made 
available. 


Five, the qualification that no non-resident of Canada may be — 
issued shares in this bank, or become a director. The bank is to be 
owned and operated exclusively by Canadians. 


In addition, the Bill stipulates very clearly the proposed bank 
“ shall have all the powers, privileges and immunities and be subject 


to all the liabilities and provisions set forth in the Bank Act.” 
2 
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ee aS Surely no Canadian can object to any of these provisions. 


a s Honourable Chairman, the form and content of this Bill ae 


straightforward and within the law. May I discuss, therefore, the basic 
implications of this Bill which explain why the Government of British 
Columbia supports the petition of the provisional directors for this 
private bank charter. 


The compelling reasons for this Bill are geographic, economic, 
and social. 


Canada has a greater area than any other country in this hemi- 
sphere and is the second largest in extent on earth. The vision of the 
Fathers of Confederation of a nation stretching 3,000 miles “from 
sea to sea” and covering almost half the land area in the northern 
part of the western hemisphere was phenomenal a hundred years ago 
—but it was achieved. 


While British Columbia has 10 per cent of the national land area 
(17 per cent excluding the Northwest and Yukon Territories), it is the 
third of the Provinces in size and population and greater in land area, 
excluding lakes, than Ontario. British Columbia is one-sixth larger 
than the combined area of the United Kingdom and France and about 
equal to the combined areas of the States of Washington, Oregon, 
California, and New York. 


Of more import is the fact that our major financial community of 
Vancouver is two-thirds of a continent away from the principal Cana- 
dian financial centres of Toronto and Montreal, where four of the head 
offices of our national private banks with branches across Canada are 
located. The fifth chartered bank with nation-wide branches has its 
principal office in Halifax, which is closer to London, England, or 
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Paris, France, than Vancouver, British Columbia. In fact, Vancouver 


is farther from the head office of a chartered bank than any other city 
of comparable size in the free world. 


Gentlemen, I mention these facts of geography because they are 


fundamental and fixed. In spite of rapid communication and trans- 
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portation today, the great Hisense between and ne elec environ Ssh 


ments of the different regions of Canada influence financial decisions 


of our private Canadian bankers. Who will seriously question that all 
men are conditioned by their local environment in a widespread federal 
nation where each economic region is an empire in itself seeking ade- 
quate credit to achieve maximum economic growth? 


Let me be more explicit. The majority of the directors of the five 
chartered banks with branches across the nation, their policy commit- 
tees and top executives, which control day-to-day decisions and opera- 
tions, are from Eastern Canada. The Government of British Colum- 
bia believes the national strength and conscience of a federal nation 
must flow from the sum of all its regions. This has been the historical 
experience in the United States, a similar continental nation. Honour- 
able Senators will recall the history of the Bank of America, with 
headquarters in San Francisco, which has played a prominent part in 
the development of the Western United States. 


The economic reasons in support of a private chartered Bank of 
British Columbia are strong because Canada basically has five distinct 
business regions. This fact is fully accepted, and the Dominion 
Bureau of Statistics publishes indices of business activity for each of 
the Atlantic, Quebec, Ontario, Prairie, and British Columbia areas. 
Yet there are head offices of our chartered banks in only the Atlantic, 
Quebec, and Ontario regions, or in three of the five. 


As there is a head office of a Canadian chartered bank in Halifax, 
it is appropriate to compare 1963 national economic data for the 
Atlantic and British Columbia regions. They strongly suggest there 
are more business reasons for a head office of a large chartered bank in 
Vancouver. 


Table 1 reveals that while the June 1, 1963, population of British 
Columbia of 1,695,000 was 263,000 or 13.4 per cent less than the 
combined population of the Atlantic Provinces, business activity in 


British Columbia as revealed by principal indicators exceeded that of 
4 


Labour force, 2.5 per cent, labour 


ur ntic Provinces as follows 


TABLE 1.— 1963 POPULATION AND BUSINESS ACTIVITY IN THE . 
_ ATLANTIC PROVINCES (NOVA SCOTIA, NEW BRUNSWICK, NEW- 


__. FOUNDLAND, AND PRINCE EDWARD ISLAND) AND BRITISH _— 
> COLUMBIA. oe 
a ns ci Age) eu a 
i vi F Atlanti British ritis olumobdia 
Bre: shogtt Peace: rf Calitabin pelea ais ; 
e : Provinces se 
eee Sry iaaraae : ‘ 
Population, June, 1963 (000)... 1,958 1,695 (—13.4) ee 
Pamourmorce; (OOO) m6 Cs 601 616 20 Meena 
Labour income ($ millions)... 1,445 2,248 55.6 ht 
Capital investment ($ millions). i 957 1,382 44.4 as 
Factory shipments ($ millions)... 1,052 2,463 134.1 psi 
Retail sales ($ millions)_-__»______ 1,560 1,888 21.0 Sere ay 
. Cheques cashed ($ millions) _____ 7,406 25,070 238.5 toe 
Source: Dominion Bureau of Statistics. a 
It is one of the historical twists of fate that British Columbia did a ae 
Ma not achieve sufficient relative importance in the Canadian economy — te 


3 _ before the trend towards concentration of assets in a decreasing 
number of Canadian chartered banks commenced. Compared to the 
_ three eastern regions, British Columbia is a relatively young economy. ~ 


__ When the Montreal City and District Savings Bank was founded in eh 
a 1846, there was a handful of fur-traders in British Columbia. At ve 
Confederation, British Columbia with 36,000 persons had slightly Om 

less than 1 per cent of the national population. British Columbia he 

a did not exceed the population of Prince Edward Island until 1901, of : i oh 
| New Brunswick and Newfoundland until 1911, of Nova Scotia until — ‘ mn 
1921, of Manitoba and Alberta until 1941, and of Saskatchewan : ; 

-_- until 1951. British Columbia reached 5 per cent of the total national ‘ 
population in 1911 and 8.9 per cent in 1961. The population of = 
British Columbia is 50 times greater today than at Confederation, == 
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while in the same period the population of Ontario and Quebec ey 


Cad 


increased less than three and four times respectively. 


Does the present level of economic activity and its more recent 
growth in the Pacific region as compared with progress of the nation 
support a charter for the Bank of British Columbia? The answer 
appears strongly in the affirmative. | 


Let us look at some comparisons as given in Table 2. In the 12 
years from 1952 to 1963 British Columbia increased its share of 
national population from 8.3 to 9 per cent, of labour force from 8.4 
to 9.1 per cent, of personal income from 9.9 to 10.1 per cent, of fac- 
tory shipments from 7.8 to 8.5 per cent, and of foreign exports from 
11.3 to 15.6 per cent. British Columbia retained between 1952 and 
1963 its 11-per-cent-share of national capital investment and 10.2 per 
cent of retail sales—both well above its share of national population. 
For all these growth factors, the relative progress of British Columbia 
in 1963 exceeded that of the rest of Canada. 


TABLE 2.—GROWTH IN BUSINESS ACTIVITY OF BRITISH 
COLUMBIA AND CANADA, 1952 TO 1963 


Percentage Percentage 


Growth, 
1952/63 Growth, 1963 


Rest 

B.C. of 

Canada 
Population, June 1 (000)_____. £205} :833. 1 1,695119:0. 1 44 30 22 1.7 
Labour force (000)... =| 447) «8.4 616} 9.1] 38 26 2.8 1.9 


Personal income ($ millions)___| 1,728] 9.9 333.17). 10.1792 88 | 6.6 6.3 
Capital investment ($ millions)| 811] 11.1 1,382} 11.0] 70 73 13 5.6 
Factory shipments ($ millions).| 1,332! 7.8 2,403)" 8,9: coo 69 | 10.8 6.6. 
Retail sales ($ millions) 1,177; 10.2 | 1,888] 10.2] 60 60 5.8 4.8 
Foreign exports! ($ millions) __ 486| 11.3 | 1,059] 15.6 | 118 $1 | 13.6 9.4 


1 Export of products produced in British Columbia and exported through all Canadian 
customs ports. 


Source: Dominion Bureau of Statistics and British Columbia Bureau of Economics and 
Statistics. 
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Be Of great importance to the Canadian economy is the increasing 
= i proportion of national foreign exchange earnings produced by exports 


of British Columbia products. Between 1952 and 1963, foreign ship- 
ments of British Columbia goods rose from $486 million to $1.06 
billion, up 118 per cent, while those of the rest of Canada increased 
by only 51 per cent. In 1963 the 9 per cent of Canadians in the Prov- 
ince produced 15.6 per cent of national foreign commodity exports. 


It is well known that Canada is a major world exporter of goods. 
However, it is less well known that 1963 British Columbia merchan- 
dise exports were equivalent to 23.6 per cent of its gross provincial 
product while the rest of the nation exported only 14.9 per cent of its 
gross product (see Table 3). In other words, British Columbia is 58 
per cent more dependent on world markets for its livelihood than the 
rest of Canada. , 

TABLE 3.—1963 EXPORTS OF BRITISH COLUMBIA AND CANADIAN 


GOODS AS A PROPORTION OF 1963 GROSS PRODUCT (INCLUD- 
ING SERVICES). 


Gross Provincial 
Area Merchants Pr Aaacl tealidite peng: of 
xports Services) Gross Product 

British Columbia ($ millions) -___. 1,058.5 4,484 23.6 

ETACODITA Ks) ee 624.48 2,645.73 
Rest of Canada ($ millions). 551395) 38.523 14.9 

CIACODU Gao) eh 333.67 2,239.58 
Canada, Cp millions) 6,798.5 43,007 15.8 

CIR COPUGAD ) 2h ele 2 ses 359.79 2279.98 


June 1, 1963, population: British Columbia, 1,695,000; rest of Canada, 17,201,000; 
Canada, 18,896,000. 


Source:— hs 
National: Dominion Bureau of Statistics—National Accounts, 1963. 

Provincial: Gross British Columbia product—Estimates, Provincial Department of 
Finance; foreign exports—Bureau of Economics and Statistics. 


With respect to interprovincial trade, British Columbia imports of 
products of Ontario and Quebec have an annual value of about five. 
times the yearly worth of British Columbia goods shipped to the cen- 
tral Provinces. 

Thus British Columbia has basically different trade patterns than 


the rest of Canada and, in particular, than Ontario and Quebec, where 
: | 
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management of our chartered banks is concentrated. The Pacific 
gion is a greater per capita exporter of its goods to open or | worl 
markets: 75 per cent of our lumber, pulp, and paper and up to 90 


per cent of our minerals are shipped to foreign markets. British Co- | 
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lumbia in 1963 was a greater earner of foreign exchange ($624.48 
per capita)—-so vital to our international solvency—than the rest of 
Canada ($333.67 per capita). British Columbia buys its manufac- 
tured goods largely from Ontario and Quebec, which are protected 
sources of goods for the captive British Columbia market. Anything 
that can be done to encourage and assist development in British Co- 
lumbia greatly assists the rest of Canada. 


The realities of British Columbia’s international and national trad- 
ing positions, which differ so much from those of Ontario and Quebec, 
justify the Bank of British Columbia with principal office in Vancou- 
ver to service effectively our distinctive trade needs. 


Japanese businessmen refer to British Columbia as the “ California 
of tomorrow.” We say that British Columbia is the “California of — 
Canada today.” Although our economy is much younger than East- 
ern Canada, and as significant as our progress has been in making 
an increasingly worth-while contribution in recent years to the progress 
of Canada, British Columbia is only on the verge of making its maxi- 
mum and appropriate contribution to national growth. I say appropri- 
ate because in terms of our physical resources, and the vitality and 
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optimism of our labour force, British Columbia is now in a position to 
provide more for a greater Canada than California has for the United 
States. 


Here are a few facts of our current progress. Work is already well 
advanced on the Peace River hydro-electric project and major contracts 
will be awarded by fall on the Columbia River dams, involving total 
outlays for generation and transmission of power over the next ten 
years of more than $1 billion. These two electrical projects in British 


Columbia will add 4.1 million kilowatts of firm electricity, being twice 
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cs is | in its forests British Columbia has 84 per cent of national softwood 
reserves of trees 10 inches and over in diameter. Provincial timber 
cut has climbed 74 per cent since 1952, and the forest industry is 


being rapidly diversified and extended in the north. 1964 federal 


estimates of British Columbia capital investment in plywood, pulp, 
_ paper, and lumber mills is $184 million—$% million every day. New 


investment in progress or about to commence at 10 pulp and paper 
plants exceeds $230 million, and new pulp and paper investment pro- 
posed is a further $336 million. 


In natural gas British Columbia is self-sufficient and a major ex- 


porter, while provincial oil wells are supplying 50 per cent of our 


refinery needs. A major natural-gas transportation pipe-line is under 


construction to tap proven northern fields for export. 


In production of fertilizers, electrolytic pig iron, zinc, aluminum, 


_ copper, and molybdenum, major plant construction is under way. A 


$55 million copper development near Stewart was announced this 


month. In commercial fishing British Columbia is first among the 
Provinces. Our specialized agriculture with its efficient units is increas- 
ing output. Our manufacturing shipments increased 85 per cent since ~ 
1952. By 1975 the number of provincial residents is expected to reach 


at least 214 million and exceed 10 per cent of Canadian population. 


It is our view that the financial development of Canada should 
parallel that of the continental United States. British Columbia is in 
the same geographic and economic position in the Canadian economy 


as California is in the United States. United States banking policies. 


permitted the California-based Bank of America to achieve first place 
in world assets. The Bank of British Columbia will augment the 


growth, competitiveness, and effective service of the Canadian banking 


system. 
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I have mentioned that three of the five national economic regions’ 
have head offices of chartered banks. What would be the view of East- 
ern Canadians if all the head offices of the chartered banks were in 
British Columbia? They would most certainly feel their vital credit 
needs were not receiving first-class consideration and priority. If such 
a deficiency existed, they would contend, and properly so, that chartered 
banks with head offices in Toronto, Montreal, and Halifax were essential 
to meet their regional financial needs. I am sure Eastern Canadians 
would not be fully satisfied with services provided from branches and 
regional offices subject to distant head-office approval. 

Banking is a service industry. Bankers must have an intimate 
knowledge of the financial, credit, and commercial needs of regional 
commerce and industry. Senior executives should be attuned to the 
needs of local borrowers, local opportunities for investment, and able 
to make decisions quickly by proximity to head office. Bankers must 
have a hard-headed faith in the region based on an appreciation of past 
business achievements and reasonable prospects for profitable exten- 
sions. Only residents of a province usually demonstrate this balanced 


view. 


Mr. Chairman, there are also the social reasons for the Bank of 
British Columbia or those broadly relating to the public interest. It 
is in the public interest of all Canadians that the regional banking 


interests of British Columbia should be more adequately served and 
that competition between chartered banks should be increased across 
the nation. 


The 1964 Porter Commission Report, at page 563, warned in 
the following words against concentration of private banking powers 
(I quote) :— 

“ There is a danger that competition can be weakened by collusion 
Or excessive concentration of power. This is particularly the case 
with the banking institutions and we have therefore recommended in 
Chapter 18 that there be a prohibition on agreements between them 
with respect to lending and borrowing rates, and that this prohibition 
be supported by appropriate powers and penalties. 

10 
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_ “To prevent undue concentration in the banking and financial 


system we have recommended that no banking institution be allowed 


_ to acquire more than a 10-per-cent interest in the equity or voting 


shares of any non-bank financial institution.” 


It must be of major significance to this Committee, Mr. Chairman, 
that the vast majority of British Columbians support this application 
for a large national chartered bank based in Vancouver. The Act of 
the Provincial Legislature permitting the citizens of British Columbia, 
through their Government, to support this bank, was passed by a 
majority of 41 to 5. What better indication could there be of the 
support of British Columbians for the new bank than this democratic 


action? 


This publicly supported application for a bank charter naturally 
reflects local pride. It also demonstrates the general conviction of 
residents of the Province that British Columbia has achieved a stature 
in the Canadian economy to merit a distinctive banking institution 
fully oriented to its financial needs as well as those of all Canada. 


Until the Bank of British Columbia is incorporated under federal 
law, there will continue to be uneasiness and doubt that individuals, 
commerce, and industry in the Province are assured their fair share, 
at all times, of the pool of national credit available through the pri- 


vate banking system. 


Our businessmen are also convinced that Vancouver will not 
develop into a fully rounded financial centre, capable of competing 
nationally with the more sophisticated financial services available in 


Montreal and Toronto, unless this large private bank is incorporated. 


There can be no better demonstration of the general support of the — 
British Columbia public for the bank than the great number of indi- 
vidual requests received by investment dealers for common stock when 
application for the proposed charter was announced. Other firm indi- 


cations of public support of this application are the petitions that 
11 
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British Columbia. 


I wish to assure the Committee that when this Bill receives Parlia- hey 
mentary approval and before certification of the bank by the Federal 


Treasury Board, the name of the outstanding Canadian banker who 
will be president and chief executive officer will be announced by the 
directors. His name cannot, of course, be announced at this time, 
but the Treasury Board will have ample opportunity to consider his 
merits to operate the Bank of British Columbia. 


Honourable Senators, Bill S-20 meets all the provisions of the 
Bank Act. The Government of the Province of British Columbia 
supports this private bank incorporation and requests the approval 
of the Bill by your Committee for the major geographic, economic, 
and social reasons I have emphasized. 


The Government of British Columbia will invest in this private 
venture because the successful launching of the Bank of British 
Columbia is of vital importance to the creation in Vancouver of a 
complete and mature financial market for the long-run benefit of the 
Province and of all Canada. However, the Province, as a small 
minority shareholder, will certainly expect the private bank to operate 
free of any political influence in concert with the other chartered 
banks and under the supervision of the Bank of Canada. The out- 
Standing figure in the Canadian banking field to be proposed as 
president will insist on strict business practices and non-partisan 
operating policies. 


Therefore, your support is urged, as British Columbia enters its 
years of greatest economic growth and trade, for the charter to this 
private national bank with head office in the City of Vancouver. 
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BANKING AND COMMERCE 
2nd Session, 26th Parliament, 13 Elizabeth II, 1964. 
THE SENATE OF CANADA 
BILL 8-20. 


An Act to incorporate Bank of British Columbia. 


Whe the persons hereinafter named have by their petition 
prayed that it be enacted as hereinafter set forth, and it is 
expedient to grant the prayer of the petition: Therefore Her Majesty, 
by and with the advice and consent of the Senate and House of 
Commons of Canada, enacts as follows:— 5 


1. Harold Barrington Elworthy, executive, William Clark 
Mearns, executive, and John Alfred Griffith Wallace, executive, all 
of the city of Victoria, in the province of British Columbia, and 
Frederick Hawthorne Dietrich, executive, and Einer Maynard 
Gunderson, executive, both of the city of Vancouver, in the province 10 
of British Columbia, together with such persons as become share- 
holders in the corporation by this Act created, are incorporated under 
the name Bank of British Columbia, hereinafter called “ the Bank ”. 


2. The persons named in section 1 shall be the provi- 
sional directors of the Bank. 15 
3. The capital stock of the Bank shall be one hundred 
million dollars. 

4. - The head office of the Bank shall be at the city of 
Vancouver, in the province of British Columbia. 

D. (1) All directors of the Bank shall be subjects of 20 


Her Majesty ordinarily resident in Canada. 
(2) No issue and allotment of shares and no transfer 
of shares to a non-resident or to a person acting as nominee, agent, 
trustee or otherwise on behalf of a non-resident is valid and no shares 
so issued and allotted or transferred shall be registered. 25 
(3) The directors or any person thereunto authorized 
by the directors shall refuse to issue and allot shares or to transfer 
shares unless the subscription therefor or the transfer is accompanied 
by a statement in writing signed by the subscriber or transferee stating — 
(a) that he is a resident of Canada, and 30 
(b) whether any arrangement exists under which, in re- 
spect of any shares to be registered in his name, he 
will be acting as nominee, agent, trustee or otherwise 
on behalf of a non-resident; and the directors or 
such person may require that any such statement be 35 
made by affidavit or statutory declaration. 
(4) The directors or any person thereunto author- 
ized by the directors shall refuse to issue and allot shares or to 
transfer shares unless they are or such person is satisfied that such 
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under the provisions of subsection (2) of this section. 


(5) To assist them in carrying out the orguisions of 


this section, the directors may at any time request any registered 
shareholder to provide a sworn statement or other evidence to show 
whether he is or is not a resident of Canada or whether he is or is 
not acting as nominee, agent, trustee or otherwise on behalf of any 


(6) In carrying out the provisions of this section the 


directors or any person thereunto authorized by the directors may 
in good faith act upon any information which they believe or such 
person believes to be reliable. 


(7) In this section, 

the expression “non-resident ” includes any natural 
person not ordinarily resident in Canada, any firm, 
association or other aggregation of persons any of 
whom is not ordinarily resident in Canada, and any 
corporation other than a corporation which (i) is 
incorporated under the laws of Canada or of any 
province or territory thereof, (ii) has its principal 
place of business in Canada and (iii) is not by any 
means whatsoever under the control of non-residents 
of Canada, and 

the expression “ acting as nominee, agent, trustee or 
otherwise on behalf of a non-resident” includes act- 
ing as nominee, agent, trustee or otherwise on behalf 
of any person who is acting as nominee, agent, trustee 
or otherwise on behalf of a non-resident. 

(8) This section shall have effect notwithstanding 


195354, c.4g, anything in the Bank Act, unless and until otherwise provided by 


92 
non-resident. 
Definitions. 
(a) 
(b) 
When 
section in 
Parliament. 
Amendment 
a G. 


Schedule A of the Bank Act is amended by adding 


schedule A thereto the following: 


of Bank Act. 


Name of 
Bank 


Bank of 
British 
Columbia 


Powers and v 
liabilities. : 


Additional 
name under 
which Bank is 
authorized to Authorized Head Office 
carry on capital of the 
business stock Bank 


Banque de la $100,000,000 Vancouver 
Colombie 
Britannique 


Except as provided in the Bank Act and in this Act, 


the Bank shall have all the powers, privileges and immunities and 
be subject to all the liabilities and provisions set forth in the 45 


Bank Act. 
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PART II 


Boa. THE PROVISIONAL DIRECTORS 
"DIETRICH, Frederick Hawthorne 


e ( et Born: Vancouver, B.C., September 19, 1915. Son of Jeanette Louise Diet- 
. rich, Panorama Rides Surrey, B.C., and the late Frederick A. Dietrich. 


Educated: Prince of Wales Public and High Schools and University of British 
Columbia. 


Married: Elizabeth Ann Scott, Vancouver, B.C., November 1, 1947; children 
—1 daughter, 2 sons. 
Business: 
President, Dietrich-Collins Equipment Ltd., Vancouver, B.C. 
President, Dietrich-Collins Logging Supply Co. Ltd. 
3 Director: 
| Boys’ Clubs of Vancouver. 
Boys’ Clubs of Canada. 
| Canadian Forestry Association. 
an Provisional director: Proposed Bank of British Columbia. 
Positions held: President, B.C. Division, The Canadian Red Cross Society. 
Past positions held: 
President, Boys’ Clubs of Vancouver. 
ae Vice-President and Director, B.C. Lions Football Club. 
; President, B.C. Chapter, Young Presidents’ Organization. 
War service: 
1941-43—Secretary, Supplies, Rubber & Timber Controls, Department 
of Munitions and Supply, Ottawa. 
1943-44—-Executive Assistant to Co-ordinator, Capital Equipment and 
| Durable Goods Administration, Wartime Prices and Trade Board. 
; 1944-45—Deputy Administrator, Plumbing and Heating Division, War- 
| time Prices and Trade Board. 
Member: 
| Board of Governors, Simon Fraser University. 
q Honorary Board of Governors, Canadian Association for Retarded 
me Children. 
Charter Member, B.C. Lions Football Club. 
Charter Member, B.C. Chapter, Young Presidents’ Organization. 
Phi Delta Theta. 
A.F. & A.M. (Freemasons). 
Scottish Rite. 
Shrine (Gizeh Temple). 
Clubs: 
Vancouver Club. 
Shaughnessy Golf and Country Club. 
vs Home: 1450 Acadia Road, Vancouver 8, B.C. 
Office: 890 South-west Marine Drive, Vancouver 14, B.C. 
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ELWORTHY, Harold Barrington 


Born: Victoria, B.C., December 16, 1901. Son of Frederick and Clara Emma 
(Richardson). | 
Educated: 

Public schools, Victoria, B.C., and University School, Victoria, B.C. 
Married: Myrta Gladys, daughter of Albert McDonald, of Shawnigan Lake, 
B.C., July 18, 1921; children—1 daughter, 3 sons. *, 
Business: Chairman of Board, Island Tug & Barge Limited; commenced career 

in 1918 with B.C. Salvage Co. Ltd., Victoria, B.C., which later became the 
Pacific Salvage Co. Ltd.; was responsible for the formation of Island Tug 
& Barge Limited, Victoria, B.C., in 1925, acting as Manager and Managing 
Director; assisted in formation of Straits Towing & Salvage Co. Ltd., Van- 
couver (later disposing of his interests), acting as Vice-President and 
Managing Director in 1942. 
Director: 
Imperial Inn Ltd. 
Coastal Company, Seattle, Wash. 
Provisional director: Proposed Bank of British Columbia. 
Positions held: Chairman, Victoria University Development Board. 
Past positions held: 
Director, Queen Alexandra Solarium for Crippled Children, 1955-60. 
Vice-President, Victoria Chamber of Commerce, 1941. 
Member: 
Advisory Board, The Royal Trust Company. 
Board of Governors, University of Victoria. 
B.C. Towboat Owners’ Association. 
Vancouver Merchants Exchange. 
Vancouver Board of Trade. 
A.F, & A.M. 
A.A.S.R. 
Shrine. 
Religion: Anglican. 
Recreation: Fishing. 
Clubs: 
Union Club of British Columbia. | 
Rotary. | 4 
Vancouver and Terminal City. 
Home: 3150 Tarn Place, Victoria, B.C. 
Office: 345 Harbour Road, Victoria, B.C. 


GUNDERSON, Einar Maynard, F.C.A. 


Born: Cooperstown, North Dakota, July 6, 1899. Son of the late O. S. 
Gunderson and the late Martha (Dahlin) Gunderson. 

Educated: University of Saskatchewan. 

Married: Margaret, daughter of the late William McConachie, December 24, 
1919; children—1 daughter, 2 sons. 
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Business: 
Senior Partner, Gunderson Stokes Walton & Co. Commercial career 
with firm of chartered accountants in Edmonton, Alta.; after five 
years entered Alberta Department of Lands and Mines in 1930; 
appointed Superintendent of Income Tax to organize and administer 
the Provincial Income Tax Act, 1932, and in 1935 administration of 
Sales Tax Branch was added; entered private practice as a chartered 
accountant in Edmonton, Alta., 1936; appointed Comptroller of 
Marshall Wells Canadian Companies in 1942; served for two terms 
as member of School Board, Edmonton, Alta.; moved to Vancouver, 
B.C., in 1945 and entered into partnership with G. W. Thompson & 
Co., income tax specialists. 
Leading directorates: 
International Power & Engineering Consultants Limited. 
Marshall Wells of Canada Limited. 
Pacific National Exhibition. 
Cape Cook Fish Company Limited. 
Wold Boat Co. Ltd. 
Floe Bros. Fishing Co. Ltd. 
Kaare Fishing Co. Ltd. 
Provisional director: Proposed Bank of British Columbia. 
Positions held: 
Executive Vice-President and Director, Pacific Great Eastern Railway 
Company. 
Executive Director, British Columbia Hydro and Power Authority. 
Governor, University of British Columbia. 
Trustee, B.C. Medical Research Foundation. 
Past positions held: 
Minister of Finance, Province of British Columbia, 1952-54. 
Director, Canadian Imperial Bank of Commerce. 
Member of Council and Chairman of Taxation Committee, Institute of 
Chartered Accountants of British Columbia. 
President, Institute of Chartered Accountants of Alberta. 
President, Pacific Northwest Trade Association. 


War service: Royal Air Force, 1918. 


Member: 
British Columbia Ferry Authority. 
Vancouver Board of Trade. 
British Columbia Consistory—Scottish Rite. 
Royal Order of Scotland, Red Cross of Constantine. 


Religion: United Church. 


Clubs: 
Vancouver—Rotary, Canadian, Vancouver, Shaughnessy Golf and Coun- 


try Club, University, Faculty. 
Victoria—Victoria Golf, Union. 


Home: 6957 Marguerite Street, Vancouver, B.C. 
Office: 475 Howe Street, Vancouver, B.C. 
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Ta STANDING 
MEARNS, William Clark 008.0) 0108) Noe 
Born: Victoria, B.C., August 19, 1909. Son of William Hunter and M 
(Baker). PUNE ee 
Educated: 
Oak Bay High School, Victoria, B.C. 
Stanford University (B.A. in electrical engineering), 1932. | 
University of Washington (postgraduate work in engineering and business 
administration), 1933. . 
Advanced Management Program at Harvard, 1954. 
Married: Loula Cary Cameron, daughter of Donnell O. Cameron, Los Angeles, 
Calif., January 27, 1940; children—3 daughters, 1 son. 
Business: Executive Director, British Columbia Hydro and Power Authority, 


Vancouver, B.C., since 1962; joined British Columbia Electric Co. Ltd., 
1934; Vice-President, British Columbia Electric Co. Ltd., 1958. : 


Director: 
International Power and Engineering Consultants Limited, Vancouver, 


B.C. 
Down Town Business Association of Vancouver. 


Provisional director: Proposed Bank of British Columbia. 
Positions held: Governor of the University of Victoria. 
Past positions held: 


President, B.C. Natural Resources Conference. 

President, Victoria J unior Chamber of Commerce. 

President, Victoria Electric Club. 

Vice-President and Director, Victoria Chamber of Commerce, the Victoria 
Rotary Club, and the Pacific Northwest Trade Association. 

Director, Queen Alexandra Solarium, the Victoria Community Chest, and 
the Victoria Y.M.C.A. 


a 


Member: 


Advisory Board of the Canada Trust Company. : 


Professional Engineers’ Association of the Province of British Columbia. 
Institute of Electrical and Electronics Engineers, Inc. 
Victoria Chamber of Commerce. 


Religion: Protestant. 
Clubs: 


Union Club of British Columbia. 

Victoria Golf Club. 

Royal Colwood Golf Club of Victoria, B.C. 
Capilano Golf Club of Vancouver, B.C. 


Home: 3245 Beach Drive, Victoria, B.C. 


Business: 970 Burrard Street, Vancouver, B.C. 
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Vancouver, B.C., December 28, 1921. Son of Hubert Alfred and hs 
wladys (Griffith). : Onn 
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_ Prince of Wales Public School, Vancouver, B.C., 1928-34. 
Point Grey Junior High School, Vancouver, B.C., 1934-36. 
Trinity College School, Port Hope, Ont., 1936-39. 
University of British Columbia, Vancouver, B.C., 1939-41. 


_ Married: Doreen Adela, daughter of R. S. Olson, Victoria, B.C., February 16, 
1952; children—4 daughters, 1 son. gh 


Business: General Manager, Yarrows Limited, shipbuilders, since 1957; 
joined Burrard Dry Dock Co. Ltd., 1945: commenced training pro- 


gramme at Yarrows Limited (subsidiary company), 1947; Assistant Yard — ey ie 
Manager, 1949; Yard Manager, 1950; Assistant General Manager, 1956. _ a 
Director: BC: : 
Burrard Dry Dock Co. Ltd. entaens 
Titan Steel & Wire Co. Ltd. a 
Victoria Chamber of Commerce. ! hoe sy 
Corps of Commissionaires. Go: : a 
Provisional director: Proposed Bank of British Columbia. Ne a 


Positions held: "aes 
Executive Vice-President, B.C. Chamber of Commerce. 
2nd Vice-President, Canadian Manufacturers’ Association. 


Past positions held: m A me 
President, Victoria Chamber of Commerce, 1963. pee \ 
Campaign Chairman, Greater Victoria Community Chest, 1963. Linas 
Chairman, B.C. Division, Society of Naval Architects and Marine Engi- oa. 

neers. hs i 

Chairman, B.C. Branch, Canadian Manufacturers’ Association. a i 1 
War service: Served overseas in Second World War with R.C.A.F., 1941-43; : 

R.C.N.V.R., 1943-45. Page aa 
Member: | ee 

Zeta Psi. ; 

Society of Naval Architects and Marine Engineers. ‘ar a 
Religion: Anglican. ae if 
Recreations: Golf, squash. i 
Clubs: 


Union Club of British Columbia. 
The Racquet Club of Victoria. 
Victoria Golf Club. 


Home: .661 Newport Avenue, Victoria, B.C. 
Office: P.O. Box 1030, Victoria, B.C. 
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STANDING COMMITTEE 


PART Ill 


A STATEMENT IN SUPPORT OF THE 
PROPOSED BANK 


The Government of British Columbia welcomes this opportunity 
to make representations to the Senate Banking Committee in support 
of the proposed Bank of British Columbia. 


Throughout the past 12 years the administration in British Colum- 
bia has sought to promote public policy designed to encourage and 
secure the orderly development of our Province. These policies have 
been variously concerned with access and resource development, and 
have been directed equally toward the expansion of secondary and ter- 
tiary industry and the settlement of people. Naturally, such measures 
are devised in contemplation of the reasonable expectations of the 
future. Expectations are that the expansion now under way in British 
Columbia will proceed without interruption for the balance of the dec- 
ade, so that by 1975 the population of the Province will be about 
2,400,000 and the rate of capital investment will have risen from its 
present level of nearly $1,600 million a year to a figure approximating 
$2,400 million a year during this course of time. 
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BRITISH COLUMBIA POPULATION, 1941 TO 1975 
(Thousands) 


0 | 
1941 1951 1961 1965 1970 1975 


ee Sr 817,861 1965 vse a 1,782,0001 
ROR ee a Rs A 1,165,210 1970 s1dulNossemigabes 2,050,0001 
TGV SOR See aa 1,629,082 197 Sree) aa 2,370,0001 


1 Estimate. 
Source :— 
Dominion Bureau of Statistics, Ottawa. 
Estimates by Bureau of Economics and Statistics, Victoria, B.C. 
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(Millions of dollars.) 


1947 1951 1961 1965 1970 1975 
| 120 ONE REN ah ia ROMA ee a 233.4 1h [sy Uae ieantle RN 1,240.9 F 
POS Tris ML NORE 726.4 POTS NO Te ee OREO OS 
1 Estimate. | a a 
1947 includes the Yukon. Gilly 
1951 includes the Yukon and Northwest Territories. Hh : 
¥) Source:— 
ara se _ Pubtic and Private Investment, Dominion Bureau of Statistics, Ottawa. 
ae Estimate by Bureau of Economics and Statistics, Victoria, B.C. ; 
m ae A ; 
i A : , ri ; ‘ 
hes eg 11 
‘s aa Ras 
1 ee | 
pret Hy : ; : i. 


at POPULATION 


(In millions.) 


Total Three Wester 


Charts Showing Relative Growth of Population for British Columbia, 
The Three Western Provinces (Alberta, Saskatchewan, and British Columbia) and Total Canada 


Semi-log Scale ~ 193] to 198] 


1936 194] 1946 1951 1956 1961 1966 1971 1976 
Years j 


a The Government feels that British Columbia would be assisted abl 
- this stage of its development by the presence of one or more chatteredea 3 
banks with head offices in Vancouver. This conclusion has been 

ie _ reached mindful of the contribution to their respective regional econo- 

mies which banks located in Eastern Canada have made with head 

_ Offices in Toronto, Montreal, Quebec, and Halifax. 


— It is interesting to note that the various national banks now in exis- 

; ‘tence began at periods of our history when provincial populations were 

sa _ smaller and the economies in which these banks began much less afflu- 
nt than i is the economy of British Columbia today. 
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aan AS of the great contribution to the Pacific West Coast of the 
- United States made by the Bank of America, whose headquarters is in 
_ San Francisco. In this connection particularly the Government of 
British Columbia is in sympathy with the representations of need and 
desirability advanced on behalf of the Bank of Western Canada, whose 
headquarters is to be in Winnipeg, Man. Whatever may be said in 
justification and for the prospects of this bank applies with even 
greater force to banks in Vancouver. 


PROVINCIAL LABOUR FORCE, 1961 


Manitoba British Columbia 
Number Per Cent Number Per Cent 
Primary Industries 
Agriculture Mma een NIN (icine 4) 59,301 17.3 23,290 4.0 
ON "SIE SA Ean 1,328 0.4 21,068 3.6 
Fishing and Trapping... 1,284 | 0.3 4,478 0.8 
Preeti eemmemeret eee aN 5,620 | Ly, | 8,179 | 1.4 
Moralsprinaryerse oe Oi O33 Niles, | 57,015 | 9.8 
Secondary Industries 
Manufacturing _____ NY as ae an 46,713 13.6 113,019 19.6 
‘LISTS Te 116) 1e et cee 20,900 6.1 36,338 6.3 
Wocalesecondary segs te 67,613. | 1) 19375 <|°149,357 ee 
Support Industries 
Electricity. eas, water. 4,190 2 6,287 1.1 
Transportation, storage, 

BeComunuiiication. 35,545 10.4 56,519 9.8 
Dame el eed eo Cee 57,348 16.7 99,278 17.2 
Finance, insurance, real estate_____--- 12,226 3.6 22,642 3.9 
ei ce ee ee ec a ee 64,042 18.7 123,782 21.4 
Public administration and defence____- 26,523 Tal. 46,001 8.0 
‘WSCC Tee El las a en 7,622 23 16,767 2.9 

oralesupport = OS a 207,496 | 60.6 | 371,276 | 64.3 
Geridatotalsmee fe ak 8S 342,642 | 100.0 | 577,648 | 100.0 — 


Source: Dominion Bureau of Statistics, Ottawa. 
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TAXABLE I INCOME, 1961 


a, es ie NPS 
Manttobe ksi British ¢ iowa 
AB ($000) 


($000 nan 
Investment "conte waa eee clea ad SO; IOS ee TS 23 Nae i, 
Total taxable incomes speenaveu ast rd 924,647 * | 2,095,591). am 
Percentage ‘relation ane mam wenn art Soe 4% O70 ee 
Source: Taxation Statistics, 1963, Department of National Revenue. dey ‘ i 
NET VALUE OF PRODUCTION IN COMMODITY-PRODUCING 
INDUSTRIES 4 
Manitoba British Columbia 
($000) ($000) 
BAG Diy Ab SS NOAM Pon ah) Cn el Sci 704,812 1,898,301 
Ms ike BOUIN Nie Oe LR Ne SN SHLD Gh Gta 739,561 1,855,662 
1960-—61—change down 5% up 2% 
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Source: Survey of Production, 1961, Dominion Bureau of Statistics. 


VALUE OF CONSTRUCTION 


Manitoba British Columbia 
($000) ($000) 


POG os eis he UU eee ge ase en a 423,639 968,879 
PAO Dee iB cls AEN PS SA a a A 361,112 759,776. 
162-64-—-change: hh ei ener 17% 28% 


Source: Construction in Canada, 1962-64, Dominion Bureau of Statistics. 


PUBLIC AND PRIVATE INVESTMENT 
($ Millions) 


Manitoba British Columbia 
AP Cree es rts Na cee a 693.8 LO G4 es ee 1,546.9 
| he ope Bid Mua Mego WIRD 688.6 LO G3 a0 en Ue ea 1,381.6 
Paani Seach shiny Vala ie 1% CT ane i eters er 12% 


Source: Public and Private Investment, 1964, Dominion Bureau of Statistics. 


VALUE OF SHARES TRADED ON STOCK EXCHANGES 
($ Millions) 


Winnipe Vancouver 
A160 Laelia ea aoe rr ahs aed oH wat eget OF 37 F 101.8 
SL Ny RES IRAE lol EAPO UY ENRICO! Mpa te me 1.6 35.3 
Tei cs cans 0 SANE Nn) tA gd Oe AN On 17 58.8 
Pe oi es ry oe YL ae ea eatin Aan OEE iS 56.1 
Is G0 jh al ad Oe oR ROT AR REY ee eS Cot Mae ph ree 1a 40.2 
Source: Banking and Finance Commission, page 343. 
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_ CREDIT UNIONS CHARTERED > 


ice aa TG al DTN REALS COU A a ge FORA 2561 3272 
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-- 1 Assets $50,509,000. 

2 Assets $118,835,000. 

Source: Canada Year Book. 

as Accordingly, on the 23rd day of January this year, the Govern- 
__ _ment of British Columbia in the Speech from the Throne announced 
its policy that— 


itnued 


Bee . . . Asa further measure of encouragement to the balanced develop- 
ment of our economy, it is the intention of my Government to support all 
Ree positive measures which will make British Columbia, and our commercial 
aoe capital of Vancouver in particular, a centre of Canadian finance. Accordingly, 
you will be asked at this Session to authorize my Government, on behalf of 
our citizens, to become a limited shareholder in a Federally chartered bank 
tay, which will be established in this Province. | 
Subsequently, on the 7th day of February, an amendment to the 
Revenue Act of the Province, permitting acquisition of bank shares, 


__whelmingly approved on a recorded division of 41 yeas and 5 nays.* 


ae In announcing the policy of encouraging the establishment of a 
bank in the Province, the Government was, frankly, not prepared for 
the enthusiasm and public support which followed, and although an 
authorization to purchase up to 25 per cent of the share capital of the 
proposed bank has been approved by the Legislature of our Province, 
events subsequent to the legislative amendment have led the Govern- 
ment to believe that 5 to 10 per cent participation will be sufficient to 
encourage adequate capitalization by public subscription and the main- 
tenance of confidence thereafter that the bank can, and will, succeed. 
It is noted that in Senate debate on second reading a number of 
editorials and resolutions were cited as indicating opposition in British 
Columbia to the Government’s position. I would say, with all respect 
to the points of view quoted, that these sources have not been invariable 
supporters of the present administration during the past 12 years, and 


current criticisms must take their place with those made in the past. 


£ * Section 2 of chapter 50 of the Statutes of British Columbia, 1964, states: — 

By “9. The Minister of Finance may, in his discretion, invest any moneys of the Consolidated 

@ Revenue Fund ; 

3 ; “(a) in the debentures or other securities of or guaranteed by Canada or any Province of 
Canada; or 

pe : iN, Bank Act of 
a 4 capital stock of a bank chartered or to be chartered under the Bar 

. i enna haiiite or to have its head office in the Province, before or after incorpora- 

by. tion, in an amount not greater than one-quarter of the sum paid up on the capital 

me stock or on the subscriptions for capital stock of the bank, 


a in both. 16 


Manitoba British Columbia _ 


was introduced to the British Columbia Legislature and was later over- 


Pree saws ae Oe i Renee. = *. a eh ee aS 
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My belief is that very heavy public support exists in favour of the ay 


approval of a charter for the proposed Bank of British Columbia, and 
investment houses in Vancouver have told me that an offering of Bank 
of British Columbia shares is likely to be heavily subscribed. 


Why then, it may be asked, should the Government seek to be a 
shareholder? As proposer of a B.C.-based bank intended to assist 
making Vancouver a centre of Canadian finance, I think the Govern- 
ment is under obligation to take a practical position in support of its 
legislatively approved policy. 

Secondly, a chartered bank must succeed. As a minority share- 
holder, the Government is in a position to inspire, by this fact, public 
confidence in the new institution and thus encourage its success. 


Thirdly, this bank should be concerned about British Columbia. | 
Because shareholding promises to be widespread and supported in many — 
parts of Canada, even a minority position among the shareholders which 
is wholly associated with the Province will serve to focus the bank’s 
basic interest upon British Columbia. 


Fourthly, the bank’s shares should have a relatively stable market 
value. The restrictions on shareholding, which are the first frankly 
all-Canadian ownership proposals to come before this Committee, are 
such that trading in these bank shares is confined to a smaller market 
than may be said of the shares of any other chartered bank. The pres- 
ence of the Government as a minority shareholder, it is felt, will prove 
to be a steadying influence on the share market price and compensate 
by that fact for the lesser area in which the shares may trade. 


Moreover, the Government can be of practical assistance to the 
bank. Although the Government has done business with the chartered 
banks of Canada in the past, and will do so in the future, there are 
aspects of Governmental activity which can properly provide business 
for the new bank. 


Finally, the problem of professional management is the most im- 
portant question confronting the bank. It is believed that the presence 
of government as a minority shareholder can be a positive factor of 
encouragement in the recruitment of top management. 

However, shareholding by any particular person is actually no part 
of the Bill before the Senate Committee. 


What this Bill does propose is an entirely novel restriction so far 
as Canadian bank-ownership is concerned. It provides that the share- 
Ownership of the bank be confined to people resident in Canada. 
Inasmuch as the Government of British Columbia is associated with 
the contents of this Bill, it is noteworthy that this is the only occasion 
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a on which a Canadian Government has taken a position in favour of 
_ total resident ownership of a national chartered bank. | 


In the final consideration of this Bill, it is inconceivable that the 
Houses of Parliament should withhold their approval of this bank 
because of a legislatively approved minority shareholding by any pro- 
vincial government when, at the same time, Parliament remains silent 
about the totally non-resident shareholding in the Mercantile Bank of 
Canada by the First National City Bank of New York and the Rotter- 
damsche Bank of The Netherlands. Criticism of shareholding by any 
provincial government must reduce itself to an assertion that total 
foreign ownership reposing in New York City and Holland is sound 

national policy, good for Canadian banking and constitutional, but 
a minority interest by a provincial government is not. 


Now I would like to deal with the expression “ political bank,” 
because this expression has been used during the consideration of the 
Bank of British Columbia Bill. It is as difficult to exorcise a ghost 
as it is to deal with the phantom argument of a “ political bank.” 
What is a “ political bank,” and when does a bank become “ politi- 
cal”? Is a bank “ political” when 5 per cent of its shares are owned 
by a provincial government, or is that point reached when 10 per cent 
or a greater shareholding is secured? Is the Bank of Canada a “ politi- 
cal bank ” when it is wholly answerable to the Houses of Parliament 
and, if so, may the same be said for the Industrial Bank of Canada? 


Are the chartered banks of Canada “ political banks” when they 
respond to the lead of the Bank of Canada? I think the responsible 
answer to all these questions is clearly “No.” No chartered bank, 
regardless of share ownership, can in fact become “ political.” 


Anyone who is cynical about the intentions of a provincial govern- 
ment in becoming a shareholder and who conjures up visions of pos- 
sible governmental interference with the bank’s proper operations must 
certainly recognize where governmental self-interest lies. The self- 
interest of any provincial government shareholder must be in seeing 
that a bank operates under law, responsive to national monetary 
policy, in the black, at a profit, and that its facilities be not used to 
cater to anyone who does not contribute to the proper and profitable 
operation of a bank’s activities. In fact, for a provincial government — 
shareholder to take any other attitude toward a bank’s operations 
would be politically most unwise. Thus, I say, if you are not con- 
vinced of the principles of a provincial administration on cynical 
grounds, examination of self-interest alone would dictate how a pro- 
vincial government shareholder must behave. 

18 


108 


p OK i AA Fn eg my iy ie, a VUE Pan! ony hes 4 * 
LOU AR TAYE ato Ah Meee Aa MN era Peat tu tara 
iv ei AMA be pay AN Ha aie CARTE SORA st DE i 
, zsh OAS BINGE ea Mist tlh Mk) Sa wie 
Sera ty 


ie is ayy we, rahe * in en Nop s & Apa 2 \ Rt fe t 
| STANDING COMMITTEE = 


that “ the business of banking ” is not defined in the Bank Act or, for _ 
that matter, anywhere else. Indeed, while section 157 prohibits the 
use of the term “ bank ” by institutions not authorized under the Act 
or other legislation, it nowhere prohibits others from engaging in bank- 
ing activities.* Provincial governments are, in fact, engaged in 
“ banking.” 


Province Lending Institution or Authority 
PRO E ES oh tied a Gea ie Wann nna Marketing Services Limited. 
The Treasurey Branches Act, R.S.A. 1955, c. 344 as 
amended. 
The Savings Certificates Act, R.S.A. 1955, c. 301. 
Manitoba. i wea Manitoba Development Fund. 
New Brunswick... Industrial Development and Expansion Act. 
The New Brunswick Development Corporation. 
Newtoundland 3.) Co-operative Development Loan Board. 


Industrial Development Loan Act. 
Tourist Development Loan Board. 


INO VAUSCORA Li oT PRC si Industrial Loan Fund. 
Industrial Estates Limited. 
LO, ha ve sane aL RA Ontario Development Agency. 
The Agriculture Development Finance Act, R.S.O. 
1960, c. 9. 
Prince Edward Island. Industrial Establishments Promotion Act. 
Tourist Accommodation Loans Act. 
SEC te ni Marana) Ana Municipal Industrial Funds. 


La Société Générale de Financement. 
Quebec Farm Credit Act, R.S.O. 1941, c. 113. 
Saskatchewan. The Saskatchewan Economic Development Corporation. 


In April, 1963, the Industrial Promotion Branch, Federal Depart- 


ment of Trade and Commerce, described provincial banking in these 
terms:— 


All Canadian provinces, with the exception of British Columbia, extend 
financial assistance to industry for development and expansion purposes under 
a variety of measures ranging from inventory assistance in Alberta to the 
erection of a plant on a lease-back basis in Nova Scotia. Assistance is not 
limited by statutory provision in a number of provinces, mainly Newfoundland, 
New Brunswick and Nova Scotia. However, in those provinces having statu- 
tory limitations, total provincial funds authorized for this purpose are in excess 
of $300 million. 

Financial assistance, especially for large projects, can be provided on an 
individual basis. This method of financing has been used occasionally in the 
Maritime provinces. . 


* Porter Commission, pages 114-115. 
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restricted to Nova Scotia and Quebec. The recently created Société Générale 
de Financement in Quebec is, however, intended to participate actively in the 
equity field. 

Three provinces are active in fields other than direct loans and guarantees 
of loans. Alberta provides assistance to industry for the purchase of inventory 
stockpiles. Industrial Estates Limited in Nova Scotia is primarily concerned 
with the erection of plants for sale or rent. In Quebec, municipalities can be 

authorized to create industrial funds for financing the cost of establishing and 

servicing industrial parks as well as constructing plants for industry. Manitoba 
and Saskatchewan are also empowered to extend this type of assistance, but 
so far their activities in this field have been limited. 

In general, it would appear that the provinces are providing the types of 
financial assistance required by industry in their respective regions. Their 
official losses have not been great and there have been no signs of overt com- 
petition between the provinces and the Industrial Development Bank. 


Additionally, provincial governments exercise jurisdiction over 
banking activity engaged in by credit unions and trust companies and 
are increasingly concerned with the general operation of credit. Pro- 


vincial governments are, in fact, heavily involved in a wide range of 


financial and banking activities. 


I mention these activities to point out their widespread and respon- 
sible nature and to point out, further, despite the fact that many bank- 


ing and financial activities are under direct governmental control, in 
some instances entirely provincially owned, the spectre of political 
banking—whatever that means—has failed to appear, the self-interest 
of the respective governments, in addition to their responsibility and 
principles, precluding the likelihood of such a development. 


At this point I wish to anticipate and comment upon an opinion 
which might arise as a result of describing provincial banking. This 
point might well be that it has been demonstrated that the provincial 


government can do a great deal of banking without getting into the | 


chartered-bank business, hence there is little need for this Bill. So far 

as the Government of British Columbia is concerned, it must be made 

plain that the objective is not to get government into the banking busi- 

ness, but to see British Columbia and Vancouver become a centre of 

Canadian finance. To this end, the Provincial Government has been 

authorized to assist a bank being started. The governmental financial 
20 
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activities which have been described cannot make any area a centre of 
finance. To promote the establishment of a western centre of finance 
is an aspiration as proper for a provincial government as plans to de- 
velop industry and build hydro-electric dams. 


There can be no doubt in anyone’s mind but that Vancouver will 
become a major centre of Canadian finance. The only question is 
when. To the extent that the Bank of British Columbia will play a 
part in Vancouver’s development, Senate decision on this Bill will either 
hasten or delay Vancouver’s emergence in the role of a major Western 
Canadian financial centre. 


A number of Senators have expressed an interest in the question, 
“ Is there need for a new bank?” ‘The Porter Commission traces bank- 
ing history in Canada in these terms: — 


At one time there were many banks in Canada, some private and some 
“ chartered ” by governments. By and large they were local institutions issuing 
notes which circulated in their own areas and concerning themselves very little 
with the affairs and requirements of other parts of the country. Although the 
early charters did not always clearly permit branching it was never prohibited, 
and as business and commerce became more national in character some of the 
banks began to expand their horizons. Branches were opened in the more 
important centres and business relations were established in other provinces. 
In the United States a system of local “ unit ” banks was deliberately fostered, 
but in Canada the first Dominion legislation explicitly allowed branch openings 
and thereby encouraged a system of national banks to develop. Following 
Confederation nineteen banks operated under Dominion charters, a number 
which increased to thirty-eight by 1886 and remained little changed until the 
eve of the First World War. Since then failures, amalgamations and mergers 
have reduced the number to the present eight, of which five have national 
branch systems, two operate principally in the province of Quebec, and one 
has branches only in Montreal, Toronto and Vancouver. 


The Porter Commission also makes a case for more competition in 
banking in a variety of ways. 


The narrow question of strict need can, no doubt, be answered 
by all of the present banks to the effect that they are doing a good 
job and they can expand the number of branches as rapidly as 
business requires. In fact, this same line of reply can be used to 
Support the proposition that any single national bank of Canada is 
in a position to expand as required and that competitors need not, in 
fact, exist to meet the national needs of banking. 


I think that neither of these answers can be said to be fully in 
the public interest. The trend which we have witnessed in recent 
years of fewer national banks becoming larger, with three national 
banks actually dominating the entire field, is the antithesis of com- 
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_ petition and ultimately of public service. Moreover, the question of 
ae competition is not confined solely to the consideration of interest 
Re ‘Tates and services provided by existing institutions. It must be found 
-_-In regional competition as well—a feature totally lacking in Canadian 
banking at present. 


The need to provide for regional competition in Canada is 
demonstrated by two examples. 


The Vancouver Province, June 4, 1964:— 


AWARENESS OF B.C. 
TRUST PRESIDENT PRAISES POTENTIAL 


J. Allyn Taylor of London, Ont., president of the Canada Trust-Huron 
& Erie, has made at least 25 business trips to B.C. over the years but, he 
says, he only properly appreciated this province in the last 48 hours. 

“It is only in the last 48 hours that I have got a proper appreciation 
of your potential,” he said in an interview. “I flew to the Peace River 
to see the power project. 

“That power will open up the Interior in a way that people in the 
east don’t appreciate. However, there is more awareness of B.C. in the 
last six months in the east than ever before. Businessmen are making 
more trips out here and your government and your premier have done a 
great deal to publicize B.C.” 

Mr. Taylor is here for a meeting of the company’s board of directors 
and its Vancouver and Victoria advisory committees, to be held Friday in 
the Hotel Vancouver. 

This first board meeting to be held in B.C. coincides with the opening 
of the company’s new seven-storey office building at Pender and Hornby 
and with its centennial celebration. 


The second example is to be found in the national tours now 
being undertaken by national boards of directors of many companies, 
but notably by bank boards. In many instances such boards have 
visited British Columbia for the first time despite the fact that they 
have conducted business in our Province for more than half a century. 


If a board of directors achieve something for their bank from a few 
days’ visit once in a long while surely a resident board and manage- 
ment would be so much better informed of our Provincial potential 
and requirements and better able to serve. Such a board could even 
broaden its knowledge in time by visiting Eastern Canada to provide 
further regional competition to our present national banks. Regional 
competition cannot be effectively furnished by boards and manage- 
ment who reside mainly in two centres of Canada, and regional repre- 
sentation in such boards and management does little to correct the 
built-in imbalance of current Canadian banking. 
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Therefore, I think it ‘more fruitful. ie “suggest that 
which ought to be made in connection with these various ba k 
cations is the question, “Are there opportunities for new bank ; 
Canada today?” I think the answer to this question is surely “ Yes.’ 


Let me develop this conclusion. The growth of the Western 
Canadian economy can be judged by an examination of the product of 


Federal personal, corporation, and succession or estate tax collections — 


in British Columbia and Manitoba, Saskatchewan, and Alberta:— 


FEDERAL PERSONAL, CORPORATION, AND SUCCESSION (OR ESTATE) 
TAX COLLECTIONS IN BRITISH COLUMBIA AND OTHER THREE 


WESTERN PROVINCES (MANITOBA, SASKATCHEWAN, AND AL- 


BERTA) Manitoba, Saskatchewan, 
British Columbia and Alberta 
1G jos MAAS EE eas aU NIU $259,708,170 $280,713,680 
HS Bae th MN RU AIRY 236,283,544 304,689,347 
|e JY Os MRE ey Nanna DM ave 235.5 [a7 36 281,008,448 
([LU es Fs Sg APRs BR NC Sil AUP asa 254,611,414 267,120,504 
| TF 6 ths AY CURA oats ATLA AUR 305,666,111 315,910,738 
LESSONS) AU GBMEGRUMIE RR MauIe Wubi cA 287,022:033 351,116,436 
DG Di onset 252,275,706 343,300,709 
BODO SOO vel ie 2 oY ls DM a Ye 298,388,828 395,354,068 
PS GOOS OE en 1. awd Silda ana een 335,59 73:535 423,938,656 
BOVE GD aise sess Oe a a 343,217,172 456,947,858 


Source: Taxation Statistics, 1957 (Table 3) and 1962 (Table 1), page 18, Department 
of National Revenue, Taxation Division, Ottawa. 
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Prairie Provinces 
ares iprpndodiie nn 


Lethbridge 
Medicine Hat_______ 

Moose aw. ee 
Prince Albert 
re Peper ee 
7 ae Saskatoonse ese 
ae: NWWinnipe semen ee 


British Columbia_____»__. 
New Westminster______._______.. 
‘Vancouver_____-__-_-_-_.-. 
Victoria. 

PROtAlSr ee Seat en ae We 


ale ary sete Len Tey 


1958 


$000 
4,438,573 
1,952,996 
644,873 
974,038 
866,666 


63,318,152 
57,779,114 
4,994,969 
544,069 


102,798,608 
611,026 
639,883 
400,905 
458,694 

4,681,253 
499,922 
1,050,153 
2,756,333 
4,823,537 
534,561 
800,629 
589,935 
613,037 
82,217,905 
2,120,835 


34,490,157 
229,039 
7,646,109 
5,149,339 
441,664 
201,480 
392,210 
204,351 
3,622,192 
971,924 
15,631,849 


16,244,464 
824,007 
13,143,566 
EECA NT AM RO Se cen 276,891 


221,298,354 | 248,869,351 | 269,619, F21,298,354 | 248,869,351 | 269,619,054 | 293,784,342 | 325,564,498 | 
me 


1959 


$000 
5,119,612 
2,240,973 

687,497 
1,240,454 

950,688 


70,466,038 
64,370,687 
5,515,388 
579,963 


117,852,356 
692,885 
618,778 
430,320 
483,014 

5,784,746 
530,388 
1,212,701 
3,248,221 
5,441,7441 
597,133 
847,322 
610,219 
646,385 
94,286,069 
2,422,431 


37,804,428 
247,763 
8,528,838 
5,823,946 
498,787 
226,498 
394,040 
229,736 
3,859,211 
1,085,023 
16,910,586 


17,626,917 
925,926 
14,230,065 
2,470,926 


1 Excludes some debits reported in preceding years. 
Source: Canada Year Book, 1963-64. 
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1960 


$000 
5,499,101 
2,470,454 

703,300 
1,292,907 
1,032,440 


80,114,230 
73,203,832 
6,285,281 
625,117 


125,319,946 
688,254 
655,467 
406,526 
454,425 

5,730,223 
520,401 
1,268,458 
3,438,475 
5,428,6181 
588,320 
861,905 
631,965 
650,352 
101,652,499 
2,344,058 


40,667,168 
255,007 
8,773,941 
5,975,975 
488,953 
225,390 
407,835 
235,304 
4,377,349 
1,101,592 
18,825,822 


18,018,609 
863,876 
14,653,833 
2,500,900 


1961 


$000 
5,876,687 
2,765,782 

725,886 
1,282,369 
1,102,650 


87,213,839 
78,593,811 
19A2 327 
707,501 


134,719,363 
693,833 
654,195 
455,088 
483,450 

5,988,206 
561,700 
1,321,571 
3,728,758 
5,923,4691 
566,260 
959,735 
701,576 
711,292 
109,570,868 
2,399,362 


45,540,898 
269,028 
10,326,214 
6,672,384 
501,226 
243,630 
379,010 
247,306 
4,869,831 
1,170,588 
20,861,681 


20,433,555 
2 


17,766,910 
2,666,645 


1962 


$000 
6,509,096 
3,101,706 

771,911 
1,352,215 
1,283,264 


97,851,664 
88,211,663 
8,818,728 
821,273 


149,812,492 
791,851 
665,473 
476,467 
500,329 

6,709,167 
627,367 
1,580,719 
4,184,759 
6,765,125 
615,616 
1,089,736 
761,867 
792,746 
121,733,430 
2,517,840 


48,301,500 
271,465 
11,415,990 
7,550,912 
580,068 
2955133 
422,339 
253,269 
5,326,695 
1,265,700 
20,919,929 


23,089,746 
2 


19,602,381 
3,487,365 


2 Included with Vancouver. 


Per Cent 
Increase 
over 1938 


918 


882 


985 


956 


1092 
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It can also be clearly seen in a comparative table of bank branch | | 
expansion by provinces. No one can argue that this remarkable rate 


of growth is about to end. 


BRANCHES OF CHARTERED BANKS, BY PROVINCE, AS AT 
DECEMBER 31 FOR CERTAIN YEARS 1868-1962 


Nore.—Figures for 1920 and subsequent years include sub-agencies in Canada receiving deposits for the 
banks employing them; there were 768 such sub-agencies at December 31, 1962, 


ke oe | [ees ea 


| 
Province or Territory 1868 amines 1920 | 1926 | 1930 | 1940 | 1943 | 1946 | 1950 | 1960 | 1961 1962 


| | | | | 


No. | No. | No. | No. | No. | No. | No. | No. | No.| No. | No. | No. No. 
Newfoundland... Pree ll hire oes Mea as eee ad aoa eae beac [lel ST oes 39 71 716 81 
Prince Edward Island__._ ideals 9 10 41 28 28 25 23 23 23 27 4] 27 
Nova Scotiay sts ee 5) 89} 101 169} 134); 138] 134] 126 127; 144] 173} 176) 178 
New Brunswick. 4 35 49 121; 101] 102 97 93 96; 100} 113) 117) 118 
Onebec wr utr mt Co Nah 12} 137] 196] 1,150] 1,072 1,183) 1,083] 1,041] 1,067 1,164| 1,427] 1,454] 1,489 
OOF CATIO PRU WN Oe ra ee i 0 EN 100} 349) 549] 1,586] 1,326] 1,409 1,208] 1,092} 1,117] 1,257 1,785] 1,869] 1,916 
Manitobares wes. ots AG eer 52 95 349| 224) 239! 162] 148 151 165} 234] 246] 248 
Saskatchewan ie 80 2 a ae | 30 87 591] 427) 447) 233) 213 226] 238 296| 301] 299 
Pibertar meets 6 Ney } ANG | 424) 269) 304] 172} 163] 190] 246] 394] 409] 417 
British Columbia. 2 46 55 242; 186} 229) 192] 180 a 294; 514] 534] 545 
BEGn ang N Wels Oy tues oy 3 3 3 4 5 5 6 i baal Wj 15 14 


Ranada eco Oy i ay 1,145) 4,676] 3,770| 4,083] 3,311] 3,084 |°3,219| 3,679] 5,051| 5,224] 5,332 
| | | 


Source: Canada Year Book, 1963-64 


BRANCHES OF INDIVIDUAL CANADIAN CHARTERED BANKS, 
BY PROVINCE, AS AT DECEMBER 1321962 


NoTE.—This table includes 768 sub-agencies in Canada for receiving deposits, 


No | 

Bank of Montrealme i fet 08 ar emit So ee 22 | 2 25 17 171 331 
The Bank of Nova Scotia... tS 31 8 51 40 54 259 
Banque Canadienne Nationale <2 ats hhh Ne we Radel dg (a org bx) Car Be ass 578 19 
Banque Provinciale du Catiada bik’ 3. Save hia rahe Sit? | Neaeae 18 315 23 
Canadian Imperial Bank of Commerce... 9 8 25 15 156 566 
The Mercantile Bank of Canada tayau Un ire: EOP ae sash AOR 1 1 
The Royal Bank of Canadath et eies aN OLS 19 5 74 23 152 369 
The Toronto-Dominion Bank. ay 1 3 5 62 348 

OLAS meres 2 SAS Sy eee 81 | eye 178 | 118 | 1,489 1,916 


Banque Provinciale du Canaga se eee in epee Te ae eid eek | ttt ‘ 359 
Canadian Imperial Bank of Commerces 2 en eta 65 87 130 181 a 1,249 
The Mercantile Bank of Canada__ ieee OS eel tl Ab tel Be ee 1 ites 3 
The Royal Bank of Canada... 72 86 SAN ine We 2 3 1,003 
The Toronto-Dominion Bank. tale 38 38 52 | REIN bag re ee. 605 
CBOE eS eS ne mse Es Ro, Shad 248 | 299 417 | 545 | 14 5,332 

| 
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in fhe light of all available evidence of growth, it would be a 


ae remarkable conclusion to reach that only eastern-based banks now 


existing are entitled to participate in future banking developments of 


this country. 


The expectations for British Columbia during the balance of this 
decade—to 1970—predict a labour force rising to 729,000 from 
578,000 in 1961, personal income rising from $2.9 billion to $4.5 
billion, and retail sales rising from $1.6 billion to $2.4 billion in this 
same period. All circumstances involving greater use of credit, 
greater offshore trade,* and general expansion set the stage regionally 
for a more broadly based banking system—-with western headquarters. 


Finally, the constitutional position of a provincial government as 
a shareholder has been raised. The question in stark terms is this, 


“Does the Queen, in the right of the Province of British Columbia, 


represented by her Minister of Finance, have the legislative right to 
acquire and own shares in a Federally chartered bank?” What are 
the elements of this question? 


The right to be a shareholder is the right to have an interest in 
personal property. That Her Majesty the Queen, in the right of any 
province, may own personal property is not questionable, and no con- 
stitutional query so far raised has cast any doubt upon this funda- 
mental proposition. 


The next element of the question is whether the right to own 
personal property is diminished when the personal property is a share 
in a Federally incorporated undertaking. Once again, no authority 
has been quoted to suggest any limitation on the right to own personal 
property in such an enterprise, and, in fact, the Queen, in the right of 
all provincial governments, regularly exercises this capacity in the 
buying and selling of bonds of companies and undertakings of this 
category, including those of the National Government itself. Indeed, 
various Acts of provincial governments provide for the investment of 
provincial moneys not only in trustee and other securities, but extend 
even to the buying and selling by Crown agencies of equity interests 
represented by shares. 


Here are a few examples:— 

ALBERTA.—Section 31 (a) of the Treasury Department Ak 
R.S.A. 1955, chapter 343, as amended, provides that upon the recom- 
mendation of the Treasury Board the Lieutenant-Governor in Council 


* Exports from B.C. customs ports alone are greater than those of either Finland or Norway. 
B.C. products ex ALL Canadian ports are higher in total than exports of Mexico, Spain, Turkey, 
Hong Kong, or New Zealand. 
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may by Order approve for investments under section 31 any corpora- 


: : 3 bs hatte eis CR NEBLUN Ree a 
tion incorporated under the laws of Alberta and carrying on business 


in Alberta | eh 
(a) that has a capitalized, fixed, paid-up, and permanent stock _ 
amounting to at least five hundred thousand dollars; and 
(5) whose main business is the manufacture, production, or con- 
veyance of any product in Alberta, or the supplying of any 
service or product within Alberta. 


Nova ScotiA.—Section 37 of the Provincial Finance Act, S.N.S. 
1962, chapter 12, sets out a very long list of securities in which the 
Minister of Finance may invest. Clause (g) of that section authorizes 
the Minister to invest in 

the fully paid common shares of a corporation, that, in each year of a period 

of seven years ended less than one year before the date of investment, has paid 

a dividend upon its common shares of at least four per cent of the average value 

at which the shares were carried in the capital stock account of the corporation 

during the year in which the dividend was paid; 


Section 39 places a maximum limit of 20 per cent of the outstand- 
ing common shares of any one corporation that may be purchased by 
the Minister under section 37 (g). 


It should also be noted that section 37 allows the Minister to invest 
in the preferred shares of a dividend-paying corporation; share pur- 
chase warrants of a corporation to which the section refers; real 
estate; first mortgages; bonds, debentures, or other evidences of in- 
debtedness of a dividend-paying corporation, etc. 


QUEBEC.—The General Investment Corporation of Quebec, estab- 

lished by Statute July 6, 1962, has the following powers: — 

(a) To acquire by subscription or otherwise shares, debentures, 
or other securities of any undertaking: 

(5) To create and lease technical administrative and research 
services for itself or for others: 

(c) To purchase treasury bonds or debentures issued or guaran- 
teed by the Federal Government or a province and deben- 
tures of municipalities or school boards of the Province of 
Quebec: 

(d) To resell the shares, debentures, treasury bonds, or other 
securities acquired by the company but not to traffic therein. 


This corporation, in turn, is authorized to raise capital in the 
amount of $150 million, divided into 15,000,000 shares of a par value 
of $10 each. Two and one-half million such shares are deferred- 
dividend shares. The remainder shall consist of common shares, 
unless the company issues a portion thereof in the form of preferred 
shares in the manner provided by Part II of the Quebec Companies 
Act. The total par value of the outstanding preferred shares shal 
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ceed the amount paid up on the common and deferred-divi- 
hares. The deferred-dividend shares shall be reserved for the 
vernment of the Province, and, further, the Minister of Finance is 
) horized to subscribe, on behalf of Her Majesty in the right of the 
- Province of Quebec, $5 million payable out of the Consolidated Rev- 
_ enue Fund for 500,000 deferred-dividend shares of the company. The 
_ company, so long as the deferred-dividend shares have not been en- te 
____tirely subscribed, shall grant to Her Majesty in the right of the Prov- : 

ince the right to subscribe for such shares up to one-third of the num- 
ae ber of common shares allotted. 


The third element of the question is, “ Does the exercise of an 
unquestionable right to become a shareholder become unconstitutional 
when the exercise concerns shareholding in a Federally incorporated 

bank?” Anyone who argues “ Yes” must go on to say that banks 
stand apart from other Federally incorporated institutions under 
Federal jurisdiction. I submit there is neither logic nor law in sup- pe 
port of that conclusion. A chartered bank is admittedly entirely Al 
subject to Federally enacted law and Federally supervised regulation. 
Not only is this constitutional jurisdiction created by section 91 of 
the British North America Act, the exercise of this jurisdiction is 
daily to be observed and, if necessary, annually to be revised by the = 
| National Parliament. No action by a shareholder, however large or ge 
i of whatever identification, and no board of directors or managerial oe 
group to whom a shareholder might presume to give direction, can 
in any way alter the jurisdiction conferred upon Parliament by the 
British North America Act, change Parliament’s Statutes, which are 
the assertion of that jurisdiction, or modify or avoid the close regula- 
tion under which the jurisdiction is exercised. It follows that there 
can be no behaviour by a chartered bank of which any provincial 
government might be shareholder which can take place except under 
Federal law and control. 


A ‘It is fundamentally important in considering constitutionality to 
_ distinguish between proprietary or shareholder interest on the one hand ie 
and constitutional or regulatory interest on the other. The proprie- ee 
tary interest, even if it could act without professional management, is Be 
subject and answerable to the regulatory interest in every case which | a 
can be imagined, and the one does not trespass upon the other. 
A shareholder, foreign or domestic, simply does not pose a constitu- 
tional problem because he cannot and does not oust Federal jurisdic- 
tion. This conclusion is self-evident in the case of the Mercantile 
Bank, which is wholly owned abroad; it would be the same with the © : 
‘Bank of British Columbia, owned entirely by Canadian residents. 
28 | ; 
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SUMMARY 


Let me summarize the material so far placed before you by 
placing it within the context of government policy as enunciated by 
the Honourable the Minister of Finance on February 28th last. The 
Minister stated “. . . that the Government is not opposed to further 
competition in the banking field providing that any new bank is ade- 
quately financed and is supported by financially responsible people and 
that provision is made for retaining control in Canada.” 


The Bill before you meets the test of Canadian control more 
rigorously than even the National Government has required, by re- 
stricting share-ownership entirely to Canadian residents. 


That the bank is supported by financially responsible people is 
amply demonstrated, first, by the composition of the provisional 
directorate and, secondly, by the willingness of the Government of 
British Columbia to assume a minority shareholding position as a 
contribution toward the financial backing of the proposed institution. 
The further requirement of adequate finance follows from the observa- 
tions which have been previously made. There is not a shadow of 
doubt but that a share offering by the Bank of British Columbia will 
be heavily supported by public subscription in British Columbia and 
elsewhere in Canada. 


The Federal Government’s willingness to see further competition 
provided in the field of banking is demonstrably sound in the light 
of Canadian banking experience and the prospect of widening oppor- 
tunities which are so clearly to be seen in the commercial activity of 
the country today. The Bank of British Columbia, however, adds a 
dimension to competition which not every bank proposal could add; 
that is, the dimension of regional competition, which is totally absent 
from banking in Canada at the present time. 


Finally, the development and growth of financial institutions to 
match the development of primary and secondary industries is a 
proper regional aspiration which the Legislature of British Columbia 
has embraced and which the proposal to incorporate the Bank of 
British Columbia seeks to support. The fully rounded development 
of the economy of British Columbia, presently the third most im- 
portant sector of the whole of Canada, is a matter which I am sure 
is of as much concern to this Committee and the Houses of Parliament 
as it is to the Legislature and people of British Columbia. Therefore, 
favourable consideration of the Bill to incorporate the Bank of British 
Columbia is most respectfully sought at this time. 
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ORDER OF REFERENCE 
Extract from the Minutes of the Proceedings of the Senate, Tuesday, June 
9th, 1964. 


“Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Farris, seconded by the Honourable Senator 
Beaubien (Provencher), for second reading of the Bill S-20, intituled: “An 
Act to incorporate Bank of British Columbia’’. 


After debate, and— 
The question being put on the motion, it was-— 
Resolved in the affirmative, on division. 

The Bill was then read the second time, on division. 


The Honourable Senator Farris moved, seconded by the Honourable Sena- 
tor Beaubien (Provencher), that the Bill be referred to the Standing Com- 
mittee on Banking and Commerce. 


The question being put on the motion, it was— 


Resolved in the affirmative.” 


JOHN F. MacNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, September 16, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 10.30 a.m. 


Present: The Honourable Senators: Hayden (Chairman), Baird, Cook, 
Connolly (Ottawa West), Gelinas, Gouin, Hugessen, Isnor, McCutcheon, 
McLean, Molson, Pouliot, Smith (Kamloops), Taylor (Norfolk), Walker, Willis 
and Woodrow.—(17) 


In attendance: Mr. E. Russell Hopkins, Law Clerk; and Parliamentary 
Counsel, 


The Chairman explained to the Committee the context of letters and 
telephone conversations re Bill S-20, An Act to incorporate Bank of British 
Columbia; and read into the record a letter from counsel for the petitioners 
requesting a postponement of consideration of the said Bill until the next 
sitting of the Committee. 


The Committee agreed to defer consideration of Bill S-20 to a later 
meeting of the Committee. 


At 10.35 a.m. the Committee proceeded to the next order of business. 


Attest. 


F. A. Jackson, 
Clerk of the Committee. 
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23 THE SENATE 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 


EVIDENCE 


OTTAWA, Wednesday, September 16, 1964 


The Standing Committee on Banking and Commerce, to which was referred 


Bill S-20, to incorporate Bank of British Columbia, met this day at 10 a.m. to 


give further consideration to the bill. 
Senator Salter A. HAYDEN (Chairman) in the Chair. 


The CHAIRMAN: This bill was on our list for hearing this morning. It had 


been partially heard at an earlier date. Some two weeks ago I received a letter 


from the sponsor of the bill (Hon. Mr. Farris), and I also received a number 


of telephone conversations from counsel for the applicants. To both of them I. 


replied that this bill was on the list for hearing when the committee would 
resume on September 16, that is, at this sitting this morning, and that the hear- 
ing would proceed. 


I indicated that it was always open to the applicants to request a post- 
ponement, if they had some reason for doing so. 


It was indicated to me by telephone that the applicants did not wish to 
proceed at this sitting of the committee to be held today; whereupon I said that 
we must have a formal communication; and I have received that letter from 
Mr. Burke-Robertson, Q.C., of Ottawa. His letter is addressed to the Chief Clerk 
of Committees of the Senate. It reads as follows: 


Re: Bank of British Columbia 


I have been asked by the petitioners for the incorporation of the 
above bank to request that the further consideration of the Bill by the 
Banking and Commerce Committee be deferred until its next meeting 
following that scheduled to be held on September 16th at 10 o’clock. I 
understand that the next meeting is likely to take place in about two 
weeks’ time. 

I might add that the reason for this postponement is largely due 
to the fact that the Attorney-General who wishes to present new evidence 
to the Committee is required to be present in Vancouver today to take 
part in the ceremonies connected with the inauguration of the Columbia 


River Treaty. 
Yours faithfully, 


And the letter is signed by W. G. Burke-Robertson. 


This letter has been incorporated into the proceedings. What is the wish 
il a sitting of the committee 


of the committee, that we delay consideration unt 
at some future date? Is that the view of the committee? 


Hon. Senators: Agreed. 
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ORDER OF REFERENCE 


Extract from the Minutes of the Proceedings of the Senate, Monday, July 
20, 1964: 


“Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Lang, seconded by the Honourable Senator 
Baird, for second reading of the Bill C-35, intituled: “An Act to amend the 
Criminal Code. (Habeas Corpus)”’, 

After debate, and— 

The question being put on the motion, it was— 

Resolved in the affirmative. 


The Bill was then read the second time. 


The Honourable Senator Leonard moved, seconded by the Honourable 
Senator Roebuck, that the Bill be referred to the Standing Committee on 
Banking and Commerce. 


The question being put on the motion, it was— 
Resolved in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, October 14th, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 10.45 a.m. 


Present: The Honourable Senators Hayden (Chairman), Baird, Beaubien 
(Provencher), Crerar, Dessureault, Farris, Flynn, Gershaw, Isnor, Kinley, 
Lang, Leonard, McLean, O’Leary (Carleton), Roebuck, Thorvaldson, Vaillan- 
court and Vien. (18) 


‘In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


On Motion of the Honourable Senator Baird it was RESOLVED to report 
_ recommending that authority be granted for the printing of 800 copies in 
English and 300 copies in French of the proceedings of the Committee on 
Bill C-35. 


Bill C-35, intituled “An Act to amend the Criminal Code (Habeas Cor- 
pus)”, was considered. 
The following witnesses were heard: 
Mr. John R. Matheson, M.P. 
Mr. T. D. MacDonald, Assistant Deputy Minister of Justice. 


On Motion of the Honourable Senator Vien it was RESOLVED to post- 
pone further consideration of the said Bill. 


At 11.15 a.m. the Committee adjourned to the call of the Chairman. 
Attest. 


F. H. Jackson, 
Clerk of the Committee. 
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THE SENATE 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 
EVIDENCE 
OTTAWA, Wednesday, October 14, 1964. 


The Standing Committee on Banking and Commerce, to which was 
referred Bill C-35, an Act to amend the Criminal Code (Habeas Corpus), met 
this day at 11 a.m. 


Senator Salter A. Hayden (Chairman) in the Chair. 


The committee agreed that a verbatim report be made of the committee’s 
proceedings on the bill. 


The committee agreed to report recommending authority be granted for 
the printing of 800 copies in English and 300 copies in French of the 
committee’s proceedings on the bill. 

The CHAIRMAN: Gentlemen, I call the meeting to order. We have a quorum. 
We have for consideration this morning Bill C-35, an Act to amend the 
Criminal Code, dealing particularly with habeas corpus. Mr. Tom MacDonald, 
Assistant Deputy Minister of Justice, is here to give explanations which we 
may require. Will you come forward, Mr. MacDonald? Senator Lang, who 
sponsored the bill, is here. Is there a brief statement you would like to make, 
senator? 


Senator LANG: Honourable senators, you will recall that this was a private 
member’s bill, when it was introduced in the Commons, sponsored by Mr. 
John Matheson. He is with us this morning and I think it might assist the 
committee if he were able to make some remarks on the purposes which 
attracted this piece of legislation. Then, from a technical point of view, Mr. 
MacDonald of the Department of Justice, could deal with it. 


The CHAIRMAN: Shall we hear from Mr. Matheson first? 


Hon. SENATORS: Agreed. 

Mr. John Matheson, M.P.: Honourable sir, honourable sirs and gentlemen: 
this bill is something which was suggested to me by Professor Stuart 
Ryan Q.C., who is known to a number of the members of the Ontario Bar 
as a very thoughtful practitioner, a senior counsel for many years, appearing 
many times in the Court of Appeal. Latterly, he has held a professoral chair, 
teaching law at the Queen’s University Law School. It was his recommenda- 
tion to me some three years ago that the Criminal Code would be wisely 
amended in precisely this fashion. This is something he had discussed with 
a number of his colleagues in the law school. 

I discussed this with the former Chief Justice of the High Court, Chief 
Justice McRuer, and I had occasion later, when there was a change of 
government to discuss this matter at some length with the present Minister 
of Justice, who, curiously, had been teaching precisely this same subject at 
the University of Ottawa, and had made this recommendation himself. Believe 
me, I do not place myself in the category of a law teacher, for I certainly 
am not at that level at all. However, it was the feeling of those to whom 
I referred this matter that there was a certain virtue in having habeas corpus 
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in precisely the same position as these other ancient prerogative writs namely, 
mandamus, certiorari and prohibition. It was the feeling that, somehow or 
other, in habeas corpus we had fallen by the way, that when the code had 
been enacted years ago it had been thought that appeal had been otherwise 
provided. I believe there was evidence in the judgment of Chief Justice McRuer, 
in the Re Shane case, to this effect. 

What we are seeking to do by the bill is simply provide that a person who 
is denied the right of habeas corpus at any stage, whether in issuance of the 
writ or in its return, can go to the court of appeal. I see no reason why an 
appeal should not lie on both sides. I do not think the argument from an 
academic point of view should be that we are simply trying to get added 
rights for an incarcerated person, rather that we seek to apply the rule of 
law and to give greater dignity to this ancient and historic writ of habeas 
corpus, feeling that at any stage we may place reliance and confidence in 
our system of justice that all necessary details will be worked out. 

The CHAIRMAN: May I interrupt you for a moment, Mr. Matheson? It seems 
to me that when the revision of the Criminal Code was before this committee 
some years ago—and we had a subcommittee to deal with the problem—we 
were then concerned with the problem of how to deal with the issuance of 
a writ of habeas corpus, in the first instance. I think the decision we made was 
that we would prefer that counsel be able to go around and visit a judge until 
he could find one who would issue a writ, rather than if he were denied by 
the first judge he could then take an appeal. 

We felt the interests of justice would be better served if you could find 
a judge who would issue a writ. If you failed completely, that was the end 
of it; but if you failed with one judge and then went to the court of appeal, 
the matter had not resolved itself at the stage according to the state of 
evidence, you would have a hearing and then an appeal. 


Senator RorBuck: And there was the further question, when the writ 
was returned and the applicant could not get the judgment he wanted, he went 
on to another judge until he did get the judgment that he desired. 

Mr. MatuHeEson: I am sure, sir, there is a need for this. It certainly does 
not arise as long as the practice of moving around prevails. In Ontario, I 
believe, there are upwards of 30 judges, are there not? 

The CHAIRMAN: Yes. 


Mr. MatuHreson: I am sure as long as there was this ready appeal to a 
more accommodating judge there would be no argument. 

The CHAIRMAN: He may not be more accommodating, but he may be 
more searching and analytical. 


Senator O’Lrary (Carleton): Was it left solely to the discretion of a judge? 


The CHAIRMAN: At the issuance of a writ in the first instance, yes; but 
that only required the jailor to deliver the body before a certain judge at a 
certain date, and that judge inquires into the merits, whether the man is being 
properly detained or not; so it is only a method of getting the person in jail 
before a judicial officer who can inquire into the merits. That is correct, is it 
not, Senator Lang? 

Senator LANG: Yes. 

Senator THORVALDSON: It is a matter of getting a judicial hearing. 


The CHAIRMAN: That is right. Mr. Matheson, is this bill intended to shut 
off this shopping around for the issuance of a writ in the first instance? 


Mr. Matrueson: My feeling was, sir, that there are some things better 
left to our jurisprudence to fix and determine than to our commons or parlia- 
ments, but it is always difficult, I believe, for lawyers, even in Parliament, to 
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really make good lawyer’s law, whereas, generally speaking, these things tend 


to resolve themselves better jurisprudentially. Perhaps my philosophy is wrong 
on that. I have discussed this with a man whose judgment I enormously 
respect, namely, Arthur Martin, @.C., and he was happy with this precisely 
as it was, thinking that the rule of law, and with searching examination, 


habeas corpus could be given greater dignity. 


I would not be particularly worried about the fact that there might have 
to be an appeal at one stage or at another, because personally I would be satis- 
fied that the court of appeal would carefully search out everything relevant 
and significant. I am really not competent to go beyond this, and I am sure 
that Mr. MacDonald—or Mr. Favreau had he been able to be here—could 
deal with it much more exhaustively than I can. 


The CHAIRMAN: The only comment I have at this stage is that I think 


‘the proposed amendment does shut off a present practice, because under the 


amendment if you are refused a writ then your remedy is an appeal. 


Senator Vien: The code as it is at present does not allow, under the 
provisions of section 691 a person to go from one judge to another judge 
at the same time. If we are of the opinion that an appeal should. be granted 
in a case, and a final judgment is delivered in the trial court on a petition for 
habeas corpus, I would be in favour of the text of the law as it now stands, that 
is to say, that an appeal be allowed at any stage of the proceedings; otherwise, 
if a petition were refused, it would be illusory if there were no appeal allowed 
on the judgment refusing the petition. If we grant an appeal from the final 
judgment which refused habeas corpus, we should also grant an appeal from 
a judgment refusing the petition. 


The CHAIRMAN: That is logical and sound. All I am saying is that there 
is a present practice which I regard as being better than having to take appeal 
from the first refusal by the first judge who is asked. 


Senator RoEBUCK: We thought that when revising the Criminal Code; 


_ but there has been a change since then, probably because of Re Shane. 


Mr. MATHESON: May I point out to honourable gentlemen something which 
has come to my attention from Mr. MacDonald. I think Re Shane closes the 
door to shopping around. However, there is the case of Regina versus Rom- 
bough (Yates) (No. 2) (1964) Volume 2, Canadian Criminal Cases at page 71, 
heard before Mr. Justice Farthing, of the Alberta Supreme Court, on August 
29, 1963, which says: 

Habeas corpus—Refusal by one Judge—Whether prisoner may renew 
application before another Judge. 

A prisoner who has been refused a writ of habeas corpus by one 
Judge may renew his application for discharge before another Judge 
and each successive Judge to whom application is made must act 
upon his own view of the law applicable to it. 


i i i the many 

There follows a detailed discussion of the law and among 
cases examined is Re Shane. The case appears to represent a scholarly study 
of this whole question, so perhaps in fairness we should consider the matter 
jurisprudentially still open. oe 

Senator LEONARD: How does the learned judge distinguish from Re Shane? 

Mr. MatuHeson: I would like to refer that to Mr. MacDonald, because I 
am not completely familiar with the case. ae, 

The CHAIRMAN: Mr. Matheson, the direct question is, at the moment, how 
does the judge in this Alberta case distinguish between that case and Re 


Shane? i. 
Senator RorBucK: This Rombough case was not an appeal, was it? 
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Mr. MacDonaup: I think Mr. Chairman, that. the answer to that question 
is in one sentence at page 76 of the report to which Mr. Matheson has, referred, 
in which Mr. Justice Farthing, after reviewing the cases, says: (where Mr. 
Justice Farthing, the judge, says simply, after review .the cases)—and I am 
quoting now: 

So, with the greatest respect, I prefer the judgment in ex parte 
Johnston to that in ex parte Shane. 


The Johnston case referred to, I take it, is Johnston and Shane, which was 
the case before the court of appeal where the judgment was delivered by the 
late Mr. Justice Morden immediately preceding the Shane case itself. 

Senator THORVALDSON: The Shane case was the decision of one judge, or 
was it appealed? 

Mr. MacDonaLp: Yes, it was the decision of the then Chief Justice of the 
high court, Chief Justice McRuer. 

Senator KINLEY: There was a habeas corpus case where a man was going 
to be deported, and it raised a great deal of furore in various parts of this 
country. Do you remember that? 

Mr. MacDoNALD: You have touched a very nostalgic note in me, Senator 
Kinley, because that is the first time that I was ever in the Supreme Court. 
The case which you refer to was the Peter Veregin case, the Doukhobor from 
British Columbia. 

Senator KINLEY: Can you get a writ of habeas corpus from any court 
except the Supreme Court? Can you get it from a lower court? 

The CHAIRMAN: From the judges of the Supreme Court of :the provinces. 

Senator KINLEY: That would lessen the idea of “‘shopping’’. You can get 
it from a court in the same province, can you? 

The CHAIRMAN: Any Supreme Court judge in the province in which the 
person is incarcerated. 

Senator KINLEY: He only says, ‘Produce the body’? 

The CHAIRMAN: That is right. 

Senator KINLEY: An appeal means delay. 

Senator RogEBucK: Has Mr. MacDonald an— 

Senator KINLEY: Just a minute now. It means delay, and I know an appeal 
means a delay. 

The CHAIRMAN: There is not much delay. I doubt if you could call it any 
delay in criminal cases; they are moved along very quickly. 

Senator KINLEY: Who do you appeal to, another judge? 

The CHAIRMAN: The court of appeal. 

Senator KINLEY: To the whole court? 

The CHAIRMAN: Yes. 

Senator KINLEY: It does not cause delay? 

The CHAIRMAN: No, it could be heard within the month, if the parties 
were ready. 

Senator FLynw: Is it the feeling of the committee to find a solution which 
would retain the prerogative of “‘shopping” and at the same time give a right 
of appeal? If so, maybe it could be achieved by adding a special paragraph: 

An appeal lies to the court of appeal from a final decision granting 
or refusing the relief sought in proceedings by way of habeas corpus. 


—which would make a distinction with regard to habeas corpus. 


_ The CHatrmMan: Let us find out what Mr. MacDonald thinks about that. 
Mr. MacDonald, there are two things. If the word “final” appeared in here 
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before the word “decision”, in your view would that perpetuate the present 
practice as well as creating the possibility of the right of appeal.on a final 
refusal? ‘ 

Mr. MacDonatp: I am really not sure, Mr. Chairman, whether the court 
would construe the word “final” as ruling out the case where the applicant 
could still shop around or not. 

Senator LEONARD: Does Mr. MacDonald feel that the man can still shop 
around in Ontario, where there is a decision in re Shane, notwithstanding the 
decision in Alberta? 

Mr. MacDona.tp: Mr. Chairman and Senator Leonard, may I say that this 
bill does not appear to me in itself to abolish the right, to use the expression, 
to “shop around”. What the bill appears to do is to accept the Ontario position 
as presently laid down by the Chief Justice of the high court where he said 
that in Ontario in a criminal matter that right to shop around from judge to 
judge does not really exist. On the other hand, in the Province of Alberta, as 
you have seen by the Rombough case, which Mr. Matheson has brought to your 
attention, the Shane decision in Ontario has not been followed, so in Alberta, 
apparently, you can still shop around. 

What the situation will turn out to be in the other provinces we do not 
know, and I suppose that we do not even know at the moment that it is 
definitely settled in either of the provinces of Ontario or Alberta—that is, the 
question whether you can shop around. 

At the present time we have the decision of a single judge in Ontario, 
the Chief Justice of the High Court at the time, that you cannot; and at the 
same time that decision of a single judge of the superior court in Alberta that 
you can. 


The CHAIRMAN: If we enact this amendment might not the effect be to 
impose on all the courts in Canada the provisions of this section? That is, if 
you are refused a writ your only remedy is an appeal. 


Mr. MacDonaup: Off hand, I should not really think so, because the bill 
does not purport in its terms to say that the right to shop around is abolished 
where that right exists. 

Senator THORVALDSON: Mr. Chairman, I recall Senator Roebuck made 
a speech in the Senate on this bill, and I believe he did a great deal of research. 
He went into this problem very thoroughly. I will say that as far as I was 
concerned I was most impressed by what he had to say, and I know he was 
rather critical of this bill. I am not competent even to consider this matter now 
without referring to what he said at that time; and I think probably that 
might apply to some of the other senators here. Certainly, there has been 
a new element thrown into the whole situation by virtue of the decision of the 
court in Alberta. Consequently, if we could adjourn this discussion until 
a later time, it would at least allow me and others to have the opportunity to 


see what Senator Roebuck said. 
The CHAIRMAN: We have been talking about habeas corpus, but remember, 
this proposed amendment deals with more than that. It deals, for instance, with 


certiorari. | 

Senator ROEBUCK: I have dealt with this matter, as my friend says, rather 
fully. This is of fundamental importance. I had no notice this was coming up 
today, and it is two months ago that I made that speech. I have not got it all 
in mind. I did suggest certain amendments to this bill. I complimented the 
sponsor of the bill in the Commons, and I do again now compliment him. At 
the same time, where you have fundamental questions of this nature that are 
so vastly important, it should not be dealt with in this way. I have had no 
chance to look over what I said. I have had no chance to bring the amend- 
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ments I proposed in the Senate here today; and I would say it would be 
a great mistake to deal with this matter in this manner. 

The CHAIRMAN: I think that is a reasonable position, senator. This com- 
mittee will most likely be sitting tomorrow, but I take it that is too soon. 

Senator RorBuckK: No, that is too soon. 

The CHAIRMAN: What is the wish of the committee? 

Senator VIEN: Mr. Chairman, I think it would be most undesirable that in 
a statute like the Criminal Code applicable to Canada, from one end to the 
other, there should be conflicting decisions of the tribunals of one province 
with the tribunals of another province. 

Therefore we should make it abundantly clear, and I agree with the 
honourable senator from Toronto-Trinity (Hon. Mr. Roebuck) that we should 
take more time and possibly request the Department of Justice to prepare an 
amendment which would have the effect of clearing the situation altogether. 

I am all in favour of giving an appeal at all stages of the proceedings on 
these special measures, and I think if we do give that appeal there will no 
longer be any necessity of going from one judge to another in Ontario or else- 
where. I appreciate the decision in Shane, and I agree with the decision that 
when a judge of the first jurisdiction has given a decision it should not be 
possible to go to another judge of the same jurisdiction to get a conflicting 
decision. In my view we should give the right of appeal and if we do so we 
should make it abundantly clear that the decision in Shane should apply 
throughout. For that reason I would suggest that we should adjourn the 
matter. There is no absolute rush involved. I agree with the honourable senator 
from. Toronto-Trinity that we should have more time and we should suggest 
to the Department of Justice to bring in an amendment in the terms I have 
mentioned. 

The CHAIRMAN: Any further comments? Senator Lang? 


Senator LANG: I would not like to see this matter too long in limbo, particu- 
larly as far as the Province of Ontario is concerned. I think from a practical 
point of view it would be difficult to change in view of the decision of Mr. 
Justice McRuer in the Shane case. I think hardship could arise. 

The CHAIRMAN: If this section is not proceeded with and there is an ap- 
plication to a judge of the Supreme Court of Ontario and it is refused and the 
party then goes to another judge and it is granted or a writ is granted, the 
whole question comes up on the hearing on the merits whether the procedure 
is regular in the light of the decision in Shane or not. In any event they 
ultimately get to the court of appeal on that basis because there is always an 
appeal on the merits. 


Mr. MacDona.tp: It seems to me that in the earlier case of Shane and 
Johnston the applicant having been refused, not the writ, but having been 
refused discharge on the return of writ, then proceeded to appeal to the 
court of appeal, but, if I remember correctly, the court of appeal said they had 
no jurisdiction to entertain this appeal and Mr. Justice Morden went on and said 
something to the effect that although the court could not deal with this matter 
as an appeal he would deal with it as an application to another judge, and it 
was on that basis that Mr. Justice Morden wrote the decision which Mr. Justice 
Farthing in the Alberta case said he would follow in preference to that of the 
later Shane case. 


The CHAIRMAN: I agree with what Senator Lang said, that there is such 
a state of confusion in our law in Ontario that we should not take too long. 
_ Senator RoEBucK: I think it is better to do it right than to do it quickly. 
For that reason I move that we adjourn. 
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Senator CRERAR: I would like to ask one question. As a layman I am rather 
ignorant in these matters. This situation contemplates an appeal from the 
decision of a judge to the court of appeal. Is that the end or does an appeal lie 
from the court of appeal to the supreme court? 

Mr. MacDona.p: Mr. Chairman, frankly I am not sure of the answer to 
that question. It depends on the terms of section 41 of the Supreme Court Act, 
and reading those terms I don’t think they point to an absolutely clear con- 
clusion. 


Senator CRERAR: The thought in my mind is this—the decision of the appeal 
court should be final. 


The CHAIRMAN: Why? 


Senator CRERAR: Because the aim is, as I understand it, and if I understand 
it correctly, to see that justice is done. I think an individual judge may err or 
make a mistake. However if an appeal lies to the court of appeal and there are 
other judges, then I think that could be accepted as a situation where justice 
has been done. It occurs to me, and again I may be wholly wrong and ignorant, 
that an appeal to the supreme court from that might clutter up the work of 
the supreme court. 

Senator RoEBuUCcK: That could be said with every case. It could be said in 
respect of every case that comes before the supreme court and this is perhaps 
more important than any private litigation. 

The CHAIRMAN: It would be because the man is in jail. 

Senator RoEBUCK: It is the right of the subject and the protection of the 
subject that is involved. I think a judgment of the Supreme Court of Canada 
can be highly beneficial after we have made such amendments as we see fit. 

The CHAIRMAN: Is the motion for adjournment accepted—is it carried? 

Hon. SENATORS: Carried. 

Senator Rorsuck: At the call of the Chair. Don’t make it tomorrow. 


The committee adjourned. 
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MINUTES OF PROCEEDINGS 
WEDNESDAY, October 14, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 9.30 a.m. 


Present: The Honourable Senators Hayden (Chairman), Baird, Beaubien 
(Provencher), Blois, Bouffard, Burchill, Crerar, Croll, Farris, Fergusson, Flynn, 
Gelinas, Gershaw, Isnor, Kinley, Lambert, Lang, Leonard, McLean, Molson, 
O’Leary (Carleton), Pouliot, Reid, Roebuck, Smith (Kamloops), Taylor (Nor- 
folk), Thorvaldson, Vaillancourt and White. (29) 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


Bill S-20, An Act to incorporate Bank of British Columbia was further 
considered. 


The following witnesses were heard: 
Mr. W. R. Burke-Robertson, Q.C., Parliamentary Agent. 
The Honourable R. W. Bonner, Attorney General of British Columbia. 


On Motion of the Honourable Senator Roebuck it was RESOLVED to report 
recommending that the Committee be empowered to sit during adjournments of 
the Senate, and that Rule 85 be suspended in relation thereto. 


On Motion duly put it was RESOLVED to increase the sub-committee mem- 
bership by three (3) members, namely; the Honourable Senators Choquette, 
Leonard and Molson. 


At 10.45 a.m. the Committee postponed further consideration of the said 
Bill. 


Attest. 
F. A. Jackson, 
Clerk of the Committee. 
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THE SENATE 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 


EVIDENCE 
OTTAWA, Wednesday, October 14, 1964. 


The Standing Committee on Banking and Commerce, to which was 
referred Bill S-20, to incorporate Bank of British Columbia, met this day at 
9.30 a.m. to give further consideration to the bill. 


Senator Salter A. Hayden (Chairman), in the Chair. 
The CHAIRMAN: Senators, it is 9.30. I call the meeting to order. 


Senator GELINAS: Mr. Chairman, without unduly delaying the proceedings 
of the committee, I think it is desirable at this time that I should make a state- 
ment. Having recently been elected a director of a chartered bank, I hereby 
declare my interest and will refrain from voting on this bill. 


The CHAIRMAN: This is a continuation of our hearings in connection with 
Bill S-20. Mr. Bonner has requested a further hearing and he has some ad- 
ditional evidence to offer. However, before we come to that there is a statement 
Mr. Burke-Robertson would like to make. 


Mr. W. G. Burke-Robertson, Q.C., Ottawa: Before the proceedings com- 
mence I would like to take this opportunity of introducing Mr. Harold Barring- 
ton Elworthy and I would ask him to stand so that you gentlemen may see him. 
Mr. Elworthy is the one member of the provisional board of directors who 
was not able to be present at the hearing of July 22 when the meeting last 
convened. He was ill at that time and could not be here. Therefore he has come 
to attend this meeting today. Mr. Bonner will now address you and present 
some representations additional to those made before the committee on July 22. 


Honourable R. W. Bonner, Q.C., Attorney General, Province of British 
Columbia: Mr. Chairman and gentlemen, following on the discussion of this 
bill on July 22 last I took the occasion, as no doubt everyone else did, to exa- 
mine what was given in evidence and what was gained on question and answer. 
It occurred to me that two points in particular might be referred to again for 
the assistance of the committee and in so doing I have no intention, nor would 
the Chairman wish me, I think, to re-argue the material already placed 
before you. hoe 3 

I was concerned in relation to a question raised initially by Senator O’Leary 
(Carleton) on the matter of the participation by the Government of British 
Columbia in the bank’s shareholding in the event of oversubscription. I thought 
I should refer to that point again because it seemed that both the question and 
responses given to that question assumed circumstances which are not fully 
outlined in either the question or the answer. On this point I think it should 
be reliably stated that the only reason that oversubscription could be contem- 
plated, or the only reason that anyone might question the possibility of over- 
subscription, would be in the presence of an interest, however minor, by the 
Government of British Columbia, and in support of that proposition I suggest 
that without the particular atmosphere associated with the Government interest 
in the company in our province there would be no basis for the proposal of a 
bank of major capitalization. This committee has already seen fit to approve 


129 


> Soe 


on . * 


- ies’ 


130 STANDING COMMITTEE 


two other banks whose capitalization might be regarded as more normal in the 
light of Canadian experience. I repeat that the only prospect of full subscription 
or oversubscription of the shares of this proposed bank lies in the association 
with this venture in this minor way by the Government of British Columbia. 
The second point I thought should be elaborated arose initially out of the 
question posed by Senator Crerar, and I would refer to page 47 of the proceed- 
ings of July 22 last. The question goes to the interest which the province might 
have in the shareholdings of the banks. You concluded your question, Senator 
Crerar, with these words: 
..-would you be willing now to suggest that in the charter the 
limitation should be set at 10 per cent either directly or indirectly? 


And the Premier, who was being questioned on that point, later stated: 
I would not object to that at all. 


It occurred to me that matters before this committee would not be complete 
unless in response to that question and answer we took a positive step to 
place for the consideration of the committee an amendment to this bill which 
would incorporate this principle. If the chairman so permits I would like to 
circulate a draft of such an amendment to the committee so that it might be 
examined at this time. 


The CHAIRMAN: Yes. 


Senator Farris: While we are waiting would you comment on your answer 
that Mr. Bennett said that the Government’s not taking shares would be a 
breach of faith. Would you develop that point? 


Hon. Mr. Bonner: Yes, I would welcome the opportunity to develop that 
point. It will be remembered that the proposal that British Columbia become 
a centre of Canadian finance was mentioned first in the Speech from the 
Throne at our Legislature last spring. The principle involved in that submission 
received the approval of the house on the adoption of the Speech. Subsequently 
an amendment to the Revenue Act of the Province of British Columbia, per- 
mitting the Minister of Finance on behalf of the Government to invest in up 
to 25 per cent of the shares of the bank to be incorporated with its head office 
in British Columbia, was passed, receiving the overwhelming approval of the 
Legislature. 

In the course of the second reading of that bill to amend the Revenue Act 
we endeavoured to indicate to the Legislature what we felt was a proper role 
for the Government to assume in relation to this bank, and it was made clear 
that shareholding would be made in the bank, and all proper endeavours 
would be made to ensure the bank’s becoming a success in so far as this could 
be done by a shareholder. 

It is a commonplace in British Columbia, as a result of the very widespread 
discussion in that province both in the Legislature and without, that the 
Government by general policy and specific authorization is to be a shareholder. 
in some capacity in this bank. It is no doubt in reliance upon this fact that 
this bank enjoys—and I assure you it does—very wide popularity in my prov- 
Ince. If shares are to go on the market with the Government’s position 
previously Stated, and sales are to take place, and thereafter the Government 
is to say: “We will take no part of the shares,” then I think that is properly 
to be regarded as a breach of faith. By withdrawing from the position author- 
1zed by our Legislature, we would commit a major breach of faith if we failed 
to take some position in the shareholding when the bank ultimately goes to 
the public. It was that point that the Premier sought to make clear when he 
answered the question in that fashion. 

I say again, because I believe in my judgment it to be a totally reliable 
fact, that there would be no prospect of the bank’s securing major capitalization 
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of this sort were it not for the association in some part by our Government in 
the venture. 


The CHAIRMAN: On that point may I say that I was looking at your amend- 
ment to the provincial statute. This was an amendment to the Revenue Act. 
What it does is to authorize the minister to invest. It says: “The Minister of 
Finance may in his discretion invest...” 

Hon. Mr. BONNER: That is right. 

The CHAIRMAN: So the legislation itself does not direct the investment. 


Hon. Mr. Bonner: No, it authorizes it. But there is no doubt in the minds 
of anybody in our Legislative Assembly, and there has been no doubt in the 
minds of the public of our province, that the province proposed to take some 
interest in the shares when they were offered, and to withdraw from that posi-~ 
tion at this point in the event of an oversubscription, as it has been invited, 
would be a major breach of faith. I believe that a major subscription or an 
oversubscription could not happen in regard to this bank if the Government 


were not associated with the venture. 


Senator Mouson: I wonder if Mr. Bonner would explain that a little fur- 
ther. The inference is that the bank cannot be a success unless the Government 
is participating in it. I am wondering what is so different about the cir- 
cumstances. Why should this bank not be able to be a success unless the 
Government is participating? 

Hon. Mr. BONNER: The success of the bank is a question to which I have 
not addressed myself. I was talking about the prospect of a major capitaliza- 
tion—the success of the capitalization. 

In British Columbia we have, as you know, developed a parity bond 
financing feature which has been heavily relied upon in the Toll Authority 
which is now the Ferry Authority, in the railway company, in the hydro, and 
so on, with the result that there is a great association by the investing public 
of our province with ventures in which the Government is associated, and in 
those instances entirely associated. There is, in my judgment, a great carryover 
between investors of this sort in the enterprises to which I have referred and 
the bank which is under discussion. I think if this carryover were not main~- 
tained in the minds of the public, the likehood of raising a par capitalization 
of $100 million, or, on the evidence that the shares would go above par to 
raise between $200 million and $300 million, would not really be in prospect. 
Iam quite sure that a comparison of the capitalization of this bank taken 
alongside that of the Bank of Western Canada or the Laurentide Bank, indicates 
the measure of what I mean. Those banks are banks of what you might call 
more normal capitalization, and I am quite sure that if they felt they ee 
raise $100 million they would have sought to do so with the concurrence 0 
this committee. | 

Senator CROLL: Mr. Bonner, those parity bonds of which you speak are 
available to all Canadians, are they not? They are not just limited to the 

eople of British Columbia? 
: Hon. Mr. Bonner: That is right, and so are the shares in this eelas 

Senator RorpuckK: May I ask you a question with regard to this proposed 


amendment? It says: 
No shareholder shall directly or indirectly own more than beta 
of the total number of authorized or paid-up shares in the capital stoc 


of the Bank. 
Hon. Mr. BONNER: Yes. 


Senator RoEBUCK: Now, the paid-up shares 
thorized shares, but tell me why you put one or 


can never exceed the au- 
the other. Does this mean 
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one-tenth of the authorized if you desire to do so, or if you desire to do so- 
one-tenth of the paid-up shares? It may read in two or three different ways. It — 
might be interpreted as meaning either the authorized or the paid-up shares — 
whichever is the least, or it might be read as whichever is the greater. . 
Hon. Mr. BonNER: If there is any question— 
Senator ROEBUCK: What do you mean by it? od 
Hon. Mr. BONNER: I am grateful for your having asked about that particular 
point. If there is any question about the lesser or the greater then I would © 
propose an amendment which would indicate the lesser, which is really what 
I intend. a 
The CHAIRMAN: Senator Roebuck, there is another question involved here, — 
is there not? How does one own authorized shares? Authorized shares are 
shares that are still in the treasury. They have not been issued. 
Senator ROEBUCK: It does not say “owned.” It says “one-tenth of the total — 
number of authorized or paid-up shares.” 
The CHAIRMAN: No, it says: % 
No shareholder shall directly or indirectly own more than one- 


tenth of the total number of authorized or paid-up shares in the capital q 
stock of the Bank. | 


The only way in which you can get a treasury share, I suppose, is by an © 
option from the company. i 

Senator RoEBuckK: Why not strike out the word “authorized” and leave it 
as “the total number of paid-up shares’’? 


Senator THORVALDSON: There is another observation I would like to make — 
in regard to this amendment, and that is this. I see nothing in it that would — 
prevent the Government of the Province of British Columbia owning 10 per | 
cent of the shares of the B.C. Power Corporation, 10 per cent of the shares of _ 
the P.G.E. Railway, or 10 per cent of the shares of any other Crown corporation — 
of the Province of British Columbia. j 


The CHAIRMAN: Unless “directly or indirectly” they go that far. They may P 


not. 


Senator THORVALDSON: At the moment I would say they do not, because i 
these are entirely separate corporations. 


Hon. Mr. BONNER: I want to point out in this connection that these ins- _ 
trumentalities to which Senator Thorvaldson refers are agencies of the Crown — 
provincial, and no one is to be a shareholder, if there are to be shareholders ~ 
in this capacity at all, except the Crown in the right of the province. : 

The reason I use the word “shareholders” is that I do not think the Senate 
or the Parliament of Canada would wish to legislate directly with respect to | 
a provincial government, more particularly in the manner in which a provincial 
government might dispose of funds under its constitutional jurisdiction. Con-_ q 
sequently, I thought the general term “shareholder” would accomplish what — 
had been discussed earlier, it being a term of general application, without — 
placing the national Government in the position of singling out for specific le- — 
gislation the Queen in the right of any province. og 

Senator CROLL: Are you saying in effect, in answer to Senator Thorvald- 4 
son’s question, that it is not the intention by any manner, and you are prepared ~ 


to accept it, to let these other corporations reach out, as the senator has sug- — 
gested. 


Hon. Mr. BONNER: That is exactly what I meant. I would refer you, for — 
further particulars on this, to the discussion between Senator Crerar and Mr. 
Bennett on this point specifically, on J uly 22 last. That evidence is to be found : 
in many parts, but it is referred to particularly at pages 46 and 47 of the tran= ij 


: = he oa i 


rt aca aid f 


BANKING AND COMMERCE Pe tye 


— seript of the date. Is it not our intention to do indirectly what we have no 
intention of doing directly. 


_ Senator CroLL: You go further than that, of course, if I recall the evidence 
correctly. I have not seen the report lately. I think the premier said that he 


_ was prepared to take such limitations as would be imposed by the Government. 


Hon. Mr. Bonner: That is right. 


The CHAIRMAN: Mr. Bonner, there is a question which is inherent in what 
you said a few moments ago, that this legislation should not take directly a form 
of legislating against an investment by the provincial authority. 

Hon. Mr. Bonner: In those words, yes. 


The CHAIRMAN: Taking the word “shareholder,” and the use of the words 
“directly or indirectly,” if in fact the province became a shareholder and you. 
were making a contest of it on that basis, the court might very well say that, 
well, “a shareholder does extend to any person in whatever capacity”; and 
then we are right in the middle of the problem you are projecting about cons- 
titutionality. 

Hon. Mr. Bonner: I was not seeking to raise a problem of constitutionality 
in dealing with the question. That is a matter of law which might be the subject 
of a different submission entirely, that it is within the province of the Parlia- 


ment of Canada to legislate generally on the subject of ‘shareholder’ and to 


impose such restriction as it may see fit in this regard, provided it is a general 
restriction. Indeed, if I understand correctly the force of Minister Gordon’s re- 
marks at page 8315 of Hansard in that other place—I do not know whether I 
should be referring to it here or not? 

The CHAIRMAN: Yes, you may. 

Hon. Mr. BonnER: Mr. Gordon addresses himself specifically, on the general 
proposition of national government and shareholders, and he does this at the 
bottom of page 8315 where he deals specifically with non-resident shareholders 
in the proposed limitation in trust and insurance company legislation and 
pending bank legislation prohibiting a non-resident ownership of shares beyond 
25 per cent of the total, and individual ownership by a non-resident beyond a 
matter of 10 per cent. 

Senator CROLL: On what date of Hansard? 

Hon. Mr. Bonner: September 22 of this year. The pages at which these 
principles are discussed, as an announcement of Government policy, are pages 
8315 and 8316. 

The CHarrMAN: Mr. Bonner, have you thought of this? It may well be 
that a preferred form for this amendment might be by way of sanction, if 
such a situation developed, the sanction being the forfeiture or cancellation 
of the charter, rather than the limitation on the percentage of investment? 

Hon. Mr. Bonner: I am sorry. I do not understand the implication of the 


question. ‘ist 

The CHAIRMAN: The amendment which you propose provides a limit on 
the investment in shares of the bank. However, an alternative might be a 
provision which provided a sanction, if such an event occurred. In other 
words, it would mean you are not prohibiting the investment but you are 
saying that if the investment of this kind does take place the charter is can- 


celled. 
Hon. Mr. Bonner: Beyond 10 per cent? 


The CHAIRMAN: Yes. PE 
there from the standpoin 
Senator Farris: Is there not a danger : 
existence of the bank and its relationship to the shareholders, with an axe 


hanging over them like that? 


134 STANDING COMMITTEE 


The CHAIRMAN: I am not looking at that. 
Senator RoEBUCK: But we have to look at that. 


The CHAIRMAN: These are questions we must consider, and I am going to 
suggest that at some later stage we refer that particular point of the proposi- 
tion in regard to the question of constitutionality to our Law Clerk. There is 
no use in our settling a phraseology which may develop some conflict after- 
wards. 


Hon. Mr. BONNER: The phraseology has not been suggested to cause a con- 
flict but to resolve it. If it is the judgment of the committee that some sanction 
should be incorporated in the bill, to give greater force to the principle 
involved in the amendment, certainly no one would have any objection to that. 


Senator CROLL: You can go a little too far. We are people who impose 
sanctions but, as Senator Farris has just pointed out, this could be a most 
dangerous sort of procedure for us to undertake, or even for a government 
to undertake. Preferably it should be limitations and notice and conditions 
rather than sactions. In effect, what Senator Farris said a minute ago is true, 
that this would be a most dangerous thing to bring about. 


senator ROoEBUCK: To exercise it might be a serious injustice to a very 
large number of investors, both great and small. We should not contemplate 
such a thing. 

Hon. Mr. BoNNeER: It could conceivably place in jeopardy 9 per cent of the 
shareholders. I accept that reservation, but I take it that the questions are 
probing the extent to which we are committed to the limitation of 10 per cent; 
and I wish to be clearly understood, on behalf of the Government of British 
Columbia, that when we say “not more than 10 per cent, directly or indirectly” 
that is precisely what we mean and there is no gradation of meaning in 
those words, so far as I am concerned. 


Senator Farris: Surely the Senate ought to be prepared to accept the 
undertaking of the government as to what it will do. 


The CHAIRMAN: Governments change, senator. 


Senator RorBuck: The undertaking of one government binds another 
government in a matter of this kind. If we had an actual undertaking from 
you, Mr. Bonner, on behalf of the government, that what you intend as the 
government is on behalf of its crown corporations and agencies, and so on, I 
think we would be prepared to accept that. 

Senator LEonarp: Mr. Chairman, before that is considered, I am in a little 
doubt as to whether or not the Crown is bound by a provision such as this of 
a general character in a private bill. 

The CHAIRMAN: Unless the Crown is specifically named— 

Senator LronarD: Unless the Crown is specifically named. 

Senator CroLLt: That is why we have a Law Clerk. 

The CHAIRMAN: That is right and, Senator Roebuck, on the question of 
accepting an undertaking, I am wondering, if you look at the particular point 
of view of the courts, would the courts accept an undertaking? 

Senator ROEBUCK: No, but we might accept an undertaking on the part of 
the Province of British Columbia. I do not think they have ever broken a 
promise. 

The CHarrMAN: I am not suggesting they have or that they will; but 
when we are probing to see what may be the effect of a proposed amendment, 
I think we have to probe it from all angles, and because I express this view- 
point or that, it does not mean that it is my concluded view. 

Senator ROEBUCK: I would agree with you that such an undertaking could 
not be enforced in the courts against the Province of British Columbia. 
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Senator Farris: The undertaking would never get to the courts, unless it 
were broken. 


The CHAIRMAN: That is the eventuality I am talking of. 


Hon. Mr. BONNER: May I point out that there is a practical consideration in 
regard to this amendment, as well as what is in the bill, in that this maximum 
capitalization involves raising $300 million, of which one-tenth would be $30 
' million—and quite frankly, even for the Province of British Columbia, $30 
million is a lot of money. 

senator CROLL: That we do not believe. 

The CHAIRMAN: We do not believe that, Mr. Bonner. 


Hon. Mr. BONNER: I am just about to go before our treasury board, and I 
know the value of money. Do you wish me to proceed? 


The CHAIRMAN: Are there any other questions on this point? There are 
none. Proceed, Mr. Bonner. 


Hon. Mr. BONNER: This is basically what I wish to place before the com- 
mittee, because of the discussion which took place and to which there is refer- 
ence in the record of that earlier meeting. The shades of meaning to be attached 
to “shareholder”, or the words to be employed in the delineation of this 
principle, are possibly the subject of further examination. 

I wish to repeat, so that there will be no misunderstanding, in suggesting 
that this limitation be incorporated in the bill, it is for the purpose of carrying 
out the understanding arrived at on the questions and answers, in the first 
instance between Senator Crerar and Premier Bennett in the exchange of 
questions of July 22 last. I felt that the record for consideration of this com- 
mittee would not be complete unless on our responsibility we put this proposal 
before you, and so leave no misunderstanding about our clear, unreserved 
intentions in respect to this matter. 

It is very difficult for me not to act as counsel, Mr. Chairman. If there are 
no more questions on this point, it might be appropriate if I could sum up and 
trespass a little on material which had been earlier discussed. 

It seems to me that in the consideration of this bill the committee might be 
assisted if a nurnber of questions were posed to it, because the questions I have 
in mind to enunciate really bring out the heart of the bill before you, and the 
favourable answer to these questions, I suggest, would resolve the matter and 
permit this measure to go before the other place for consideration by the 
House of Commons. 

I think the first question is: Is the committee agreeable to the organiza- 
tion of a large bank in Canada? 

I have in mind the questions particularly placed by Senator McCutcheon 
on the capitalization of this measure in which, despite the fact that the board 
of directors have made no firm decision as to the precise value of the shares 
to be issued, it was nevertheless the thinking on J uly 22 that if the bank were 
incorporated at between $20 and $30 a share, at $20 you would have a $200 
million capitalization and reserve, and at $30, you would have $300 million 
capitalization and reserve, which would make it a very large bank by all 
standards. I think the question the committee might feel appropriate to con- 
cern itself with is this: is the committee agreeable to the incorporation of a 
large bank?—and this is certainly one. 

Secondly: Are you in favour of a large bank based in Vancouver? 

I pose that question, particularly, because it involves the principle of 
regional competition in banks in Canada. Without referring at length to what 
I had to say during evidence in chief, I submit that regional competition among 
the banks in Canada would be a beneficial addition to our bank structure. 
I have in mind particularly that we have not in Canada addressed ourselves to 
the merits of the American banking system, which as you know is not a branch 
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banking system such as we have with highly central facilities, but a banking 
system by American law widely diffused, and where banks located in various 
parts of the United States have immediately identified themselves with the 
fortunes of their region and have become very active promoters of the regional 
interests of the country, not to the detriment of the entire economy of the 
United States. 

The foremost example of what this regional competition may produce, 
I believe may be seen in the example of the Bank of California, whose presence 
on the west coast of the United States was regarded as being an unorthodox 
development at the time it began, but whose presence in time produced an 
immensely good dimension and a proper dimension of the American financial 
structure. 

Senator CROLL: Is that bank not known as the Bank of America? I believe 
you referred to it as the Bank of California. 

Hon. Mr. BONNER: Yes, the Bank of America. 

The second question is: Are you in favour of a bank based in Vancouver 
for the regional competition which it may provide? 

The third question is: Is this bank likely to succeed? That was the question 
which Senator Molson posed a few moments ago. I believe the answer to this 
question has to be asserted somewhat in faith, because you cannot assert a 
future proposition. But it is implicit in the questions previously raised about 
the possibilities of major subscription, or even oversubscription at the capitaliza- 
tion stage, and whether it will succeed. I have no doubt in my own mind, with 
the thrust of the western economy at the present time, that this bank will 
succeed. Indeed, the evidence of expansion of the banking business in Canada, 
as a matter of record, indicates that it has expanded enormously in the past, 
and it is not unreasonable to suggest that this expansion is about to come to 
an end. In posing the question, I suggest, in faith of the country, the answer 
to that is yes. 

I come now to the question of share ownership, because this is a novelty 
so far as this bank is concerned. The question is: Is it desirable that such a 
bank be entirely Canadian resident-owned. This is a unique feature of this 
bank. I am not among those who subscribe to the opinion that Canadians are 
timid investors. I think the Porter Commission indicated in a very sweeping 
analysis of the question that Canadians, by and large, are very shrewd investors, 
and that they have an uncanny ability to go where their money is likely to 
make more. This makes them not timid, but shrewd. It is my way of thinking, 
in line with national policy, which is concerned right now with the question 
of non-resident ownership of many of our major institutions, that we should 
very clearly provide to the Canadian investing public an opportunity to come 
in and take on a bank which is going to be entirely their own. In fact, if this 
feature were not in the bank, that it be entirely a resident-owned proposition, 
the government of British Columbia would not be in favour of the venture, - 
and in fact could not entertain that proposition. 

Inviting your consideration of the question—is it entirely to be desired 
that we have a resident-owned bank?—I point out that even with the limitations 
upon foreign ownership which it is proposed to enact into Canadian banking 
legislation under the advice of the Minister of Finance, to whom I referred a 
few moments ago, it is still going to be open for non-residents to the extent 
of 25 per cent to involve themselves in Canadian institutions. Indeed, so far 
as the Mercantile Bank is concerned, which a couple of months ago I described 
as being entirely foreign-owned, that bank, I understand, has undergone 
alteration, with the result that the National City Bank of New York will have 
entire ownership in that venture very shortly, if that is not presently the 
case. So we have good opportunity at this point to come up for an entirely 
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dian venture. This is something I think the public of Canada will surprise 
mi ny people about, when given the opportunity to get into this kind of affair. 
ake ‘The fourth proposition, we have already discussed. It is involved with this 
amendment, really, and goes to the question of whether it is desirable that 
these bank shares be widely held. I think it is desirable; and so far as limitation 
of share ownership is concerned, the limitation of one-tenth is involved in 
this amendment. In this respect, any shareholder in the country is being placed 
in the same position as the proposed national policy places non-resident 
B owners, which limits to 10 per cent in future shareholding in various Canadian 
_ financial enterprises and institutions, and shareholdings in the British Columbia 
_ Bank would be so limited should the amendment be so adopted. 
ee The next question is: Does the petition to incorporate this bank meet all 
the technical requirements of the statute? So far as I am aware, the answer 
_ to that is yes, and there is probably no one who would suggest that the 
technical requirements of the law are not fully met in this respect. I put the 
_ question so that it will be entirely on record that the clear answer is yes, 
_and may be recorded in that respect. 
ig Senator Farris: I think our solicitor has already passed on that. 
Hon. Mr. BONNER: Yes, I think that is right. 
: Now, the next question is one which, frankly, I do not know how to 
_ phrase. I am wondering whether it would be the judgment of this committee 
_ that the House of Commons should be given an opportunity to examine this 
_ bill, as well as this committee. I think that should be posed as a deliberate 
question because of the novel features which we have already discussed in 
relation to this bill and the possibility of minor government ownership, the 
exclusive resident ownership quality, and so on. I suggest that a very proper 
question to this committee is: should the House of Commons likewise be given 
an opportunity to discuss this bill?—-because I am quite aware there is a 
division of opinion in the house, as there may well be here. | 
' ‘Tn the light of those questions, Mr. Chairman, I would suggest that if we 
can in time learn of the committee’s decision, be it favourable in respect of 
_ these questions, then I would respectfully suggest that the petitioners of the 
- bank have demonstrated what they must to the satisfaction of the committee, 
and that, in so far as the Government of British Columbia may be associated 
with this venture, we likewise have discharged whatever obligation there 
_is to make our position clear as well. 
__-I should say before I sit down that I appreciate very much the courtesy 
of this committee in permitting me to come back to amplify these various 
- points this morning, and I would trust the committee’s deliberations would 
permit the disposition of this bill without too lengthy a passage of time, 
because there is great interest in this question in my part of the country. 
: This is the question I am most frequently asked: “What is becoming of the 
bank?” And I reply, “That is in another arena.” 
I thank you for the opportunity to appear this morning to put these 
propositions before you and to pose these questions by way oF eee the 
q ommittee to make up its mind. I would simply wish to indicate, in conclusion, 
that I would be willing to attempt to answer further questions, if such there 
are, from the committee itself. 
| Senator Farris: Mr. Chairman, would you excuse me? I have to go to 
the Supreme Court of Canada. ; ; 
"The Cuarrman: Yes. I understand there is no further evidence. I was going 
to suggest to the committee that this amendment poses a ae of pao 
‘One that concerns me is, if you allow this amendment in begga eri 
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the Crown would be bound by this provision in a private bill unless specifically 
named. My own suggestion is that this amendment and all the points that 
may be involved in making it an effective amendment should be passed on by 
our Law Clerk. 

Senator McLean: Is it your intention to remain a regional bank and 
operate solely in the Province of British Columbia, or do you intend in time 
to spread out across Canada? 

Hon. Mr. Bonner: That decision will certainly have to be made by the 
bank’s management, but with a bank of this kind my personal anticipation 
is that it would become a national bank. 


Senator CRERAR: Mr. Chairman, there are a few questions I would like to 
ask Mr. Bonner, to explore this situation. 

I may be wrong in my estimation of it, but the crucial thing, it appears 
to me, is not whether the Government of British Columbia owns 10, 20 or 25 
per cent of the shares. Even owning 10 per cent, directly or indirectly—which 
this amendment proposes, and it is certainly an improvement on the original 
proposal—will you agree, Mr. Bonner, that the fact the Government is a 
shareholder to the extent of 10 per cent would place the Government in a 
position of influence to direct the policy of the bank? 

Hon. Mr. Bonner: I think the question of influence would be simply that of 
an ordinary shareholder. I endeavoured to indicate what the interest of the Gov- 
ernment would be in respect of any shareholding when I spoke on July 22 last. 
I think the interest of Government has to be that the bank is run strictly in 
accordance with banking principles, and that Government’s interest go not 
beyond the fact of owning shares. I do not anticipate it would be a desirable 
development that the Government interest itself in the day-to-day management. 
I can think of no responsible manager who would permit such a principle to be 
incorporated in his administration. Frankly, I would not want to take any part 
in such management myself. I think the bank has to be run in accordance with 
good business policy, and run as an ordinary enterprise. 

Senator CRERAR: I do not suggest the present Government of British Colum- 
bia would do other than follow the lines you have just suggested, but it does 
occur to me that the opportunity is there for the Government to exert pressure 
on large customers. 

Let me illustrate directly. Take the big forest industries of British Columbia, 
the pulp and paper companies and the lumber companies that are among the 
largest and most successful in Canada. They are independent, outside of finance, 
altogether. They have intimate relations with the provincial Government over 
the matter of how they will exercise what I believe are called tree farm licenses. 

Hon. Mr. BONNER: Yes. 

Senator CRERAR: They are cutting timber off Crown lands upon which they 
pay stumpage to the Government. Would not it be possible the Government 
might—being very desirous, and not unnaturally so, to see this bank succeed— 
intimate to these timber companies, for instance, “Well, you had better have 
your account with the Bank of British Columbia. We are anxious to develop 
this bank and we think you should carry your business with the Bank of 
British Columbia’? And the timber company reflects upon that and says, “Well, 
if we do not do what you are suggesting, we can be hurt in other ways.” So the 
board of directors of the timber company say, “Well, we had better fall in with 
the suggestion of the Government.” That applies not only to timber. It could 
apply to mining development being made in British Columbia, which has sub- 
stantially progressed and in which greater progress is going to be made in the 
' future. It could apply to the gas and oil companies and, in fact, to the whole 
range of economic effort, pretty well, in British Columbia. 
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: do not suggest for a moment, Mr. Bonner, that your Government would 
do that. I am not suggesting that, but governments are mortal. Sooner or later 
_ the present Government of British Columbia will face defeat. That is inevitable, 
4 in the order of events. Supposing you got a socialist government and they said, 
_ “We are going to throw our weight around,” and, consequently, indirect pres- 
sure is brought to bear that will upset the normal course of operation. That is 
_ the one objection I have to your proopsal. 


Another objection is this— 
Hon. Mr. BoNNER: May I deal with the first one before I lose sight of it? 


q senator CRERAR: Very well, and I will put my second objection in due 
- course. 
Hon. Mr. Bonner: Mr. Chairman, I am grateful that this proposition, 
_ which is an apprehension, has been stated so plainly, because it gives me an 
' opportunity plainly to reply. 
| This room is replete in political experience, and I do not have to indicate 
_ to anyone in this committee or in this capital the sanction under which an 
elected government operates. That sanction is the dismissal from office of an 
- unsatisfactory government. I would not, as an administration in office, wish 
_ to see my enemies so armed by the type of conduct which you describe as 
being possible, because I well know, and I think anyone in office well knows 
_ that he may not deal with a corporation in an unfair manner and not have 
- this the subject of widespread discussion and comment in the clubs and in 
the streets of the community of which he is a part. What is involved in 
the apprehension is some secret pressure which somehow would never get 
out and for which a government would never be called to account, were it so 
unwise to attempt as a shareholder to influence the fortunes of this bank 
in the manner in which you have described. 

I appreciate you were putting this question in abstract, and I am delighted 
you acknowledge this would not be the practice of our Government. But I want 
to point out that even another Government would be not less wise than ours, 

- pecause I would be delighted, on the demise of this administration—which you 
- forecast as a physical probability in due course, a day which I am working 
' to postpone—I would be happy even on the hint of such pressure to be armed 
with this type of information while I am still in public life, and it would be 
a formidable weapon to be used against the succeeding administration. How- 
ever, I do not place your possibility in the realm of a probability for that 
reason. Politics are played in a much tougher arena, as you know. 

Senator CRERAR: I don’t think you are quite as innocent as all that. 

Hon. Mr. Bonner: I did not pretend innocence; I pretended wisdom. 


Senator CRERAR: I have been around quite a number of years. 5 
The CHAIRMAN: I think the reporter is having some difficulty hearing 
_ you, Senator Crerar. ; . 
: Senator CRERAR: It would be most unfortunate if the reporter omitted some 
E of my wisdom! 
q The CHAIRMAN: We should at least be able to perpetuate it. 
| Senator CRERAR: My observation of go 
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the people, and in the instance I mention they turned the government out. But — 
it takes a long time to do that, and in the meantime the government can do > 
a considerable amount of damage. grisea 
Now, I do not suggest that your Government would do that, but we 
are not living in the expectation that the present Government of British 
Columbia will be there for all time to come. Sooner or later it is going’ to 
go down the drain and we do not know what its successor may be. For that 
reason I hesitate to implant in legislation powers that might be exerted by a 
government wholly different in its attitude to these matters from yours. 


Hon. Mr. BONNER: In the event that circumstances which you describe 
were ever to arise I suggest it is entirely within the competence of the Houses 
of Parliament to deal with such a matter expeditiously either by a hearing or 
by legislation by which shares are removed from ownership, or in some fashion 
which the circumstances of that day might dictate. I suggest legislation must 
be in contemplation that things are to be carried on in a normal and agreeable ~ 
fashion. I do not subscribe to the idea, nor is it inherent in your remarks, Sen- 
ator Crerar, that Parliament would be powerless to deal with such a situation — 
should it arise. I think the Parliament of Canada would be in a most advan- ~ 
tageous position to act on behalf of the general public should anyone, be it 
government or private individual, act in an improper manner. 4 


Senator CRERAR: Suppose your Government goes out and another one comes | 
in and seeks to deal improperly with the business community and says “You © 
have to do this or we will penalize you.” What can the federal Government do r 
then? a 
Hon. Mr. BONNER: At the very least it could initiate a house committee to I 
examine the circumstances complained of. 


Senator CRERAR: What do you think would happen if in the event of that — 
we appointed a committee of the Senate, or the House of Commons appointed — 
a committee, to inquire into these irregularities or supposed wrongdoing? What 
would happen? There is a question of provincial rights. 


Hon. Mr. BoNNER: With the greatest respect, provincial rights would not q 
be in question. What would be in question would be the behaviour of a share- 4 
holder of a bank holding federal incorporation. c 


The CHAIRMAN: I think we are getting rather far afield from the subject 4 
discussing the actions of a shareholder in a bank not yet incorporated. b. 


Senator CRERAR: It is a point which bothers me somewhat. There is yet — 
another one and I think it is the only one remaining for me to deal with. Under ~ 
our original Constitution banking was a responsibility of the federal Govern- z 
ment. I make no bones about that. I think it is a very wise and necessary ~ 
provision that the federal Government has absolute control today over mone- — 
tary policy. However we have over the last 20 years heard new ideas being f 
voiced about monetary policy. Today we see the problem in Great Britain and © 
other countries about such things as the balance of payments and other mat- : 
ters of a similar nature that can be dealt with to a certain degree by monetary 
policy—by raising or lowering the discount rate of the central banks. Today | 
_ our central bank in Canada has very great powers, and that brings up the — 
question that what might be good for the economy in Ontario and Quebec ~ 
might not be so good for British Columbia or Nova Scotia. They are a long 
ey away. Consequently there is always the possibility of conflict arising © 

ere. } 

I believe that in the United States some 30-odd years ago they drastically — 
reformed their banking system. They set up not only a central bank, a federal 
reserve bank, but they set up district federal reserve banks. I can quite under- ; 
Stand that in British Columbia or Nova Scotia or Newfoundland there might 
be need and urgency for developing an easy money policy, while on the other 
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in Ontario and Quebec the conditions might be such that the dampers 
uld be put down. In this regard I should say that in my judgment one of 
he greatest dangers to unity in Canada is that of sectional conflict. What 
would happen if the Government of British Columbia, not the present Govern- 
_ ment but perhaps its successor, was having rather an important voice in the 
_ direction of the policies of this new bank, and if it said “We want an easy 
money policy” and the authorities in Ottawa decided there should be a tighten- 
ing up period? That applies particularly if the investment in the Bank of 
- British Columbia is followed by others. What would be the situation if the 
four Maritime provinces down by the sea, which are talking about getting 
_ together, say: “We are going to have a bank and we will take 10 per cent, and 
_ we will do it on precisely the same terms as British Columbia did”? You then 
introduce into our whole economic structure this principle of conflict and 
division. Do you agree that there is a danger in that? 

Hon. Mr. Bonner: I think the best evidence on the question of how far 
any bank may go on its own is to be found in the testimony of Mr. Rasminsky, 

the Governor of the Bank of Canada, on this question specifically before the 
Porter Royal Commission on Banking and Commerce. I had occasion to refer 

to this in response to a question from Senator Croll on July 22 last. Governor 

_Rasminsky was asked to direct himself to the question of the sufficiency of 
the techniques and controls that were available to the central bank for the 
effective direction of the monetary and fiscal policy of Canada—the monetary 
policy, specifically. The Governor’s remarks on this, I think, establish clearly 
that his opinion is that the central bank has all the machinery it requires to 
deal with these questions, and I think it may be added to what the Governor 
has already stated in evidence that if his machinery is found to be deficient 
in any way it is certainly available to the Government of Canada, acting 

through the Houses of Parliament, to reinforce that machinery by further 
legislation. 

But actually at the moment the central bank’s policy is almost all- 
pervading, dealing as it does not only with the chartered bank system but 

with near banks by reason of their dependence upon the chartered bank 
system having an immediate but not direct effect upon near banks, which 
were the subject of discussion in that evidence as well. I believe the technical 
evidence available from the Bank of Canada on this point would establish that 
their controls are adequate and, secondly, if they turn out to be not adequate 
they can be sufficiently reinforced by legislation. 

On the second question about the development of banks elsewhere in the 
country, I think it is evident that eastern Canada—Upper and Lower Canada 
—is already the centre of Canadian finance, and the prospect of this developing 
in these parts of Canada is not to be contemplated. So far as the prospects 
of a bank of this type being developed in the Maritimes is concerned, I would 
say that the economy of the Maritimes to this moment has not demonstrated 
the type of capacity which would permit a bank of this capitalization to be 

early contemplated. This might change if there were Maritime union, but it is 
not a practical contemplation while the Maritime provinces remain separate. 

So far as Manitoba is concerned, it has the prospect of a bank based in 
Winnipeg, and it is to be served. Alberta has treasury eed or and. ie mi 

the development there. I suggest with deference that the only area in the 

position of British Columbia is British Columbia itself, and the likelihood of 

| a similar development occurring elsewhere in the foreseeable future 1s 
extremely remote. 

a, Crerar: There is no objection in my mind at all to a bank in 

Vancouver, or even two or three banks for that matter. j agree with you, 
Mr. Bonner, that as matters are at present the great banking centres aM in 
the two central provinces. There is no doubt about that. There is not any 
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doubt either that that is a matter which raises some controversy in the more 
outlying parts of our country, and that is why I am wholly in favour of a> 
bank with its headquarters in British Columbia. But the point in my mind > 
is that with respect to having the Government interested in it. I cannot bring | 
myself to believe otherwise but that that may lead quite conceivably and : 
quite rightly to the development of friction between the outlying provinces — 
and the central authority. : 

The CHAIRMAN: Senator Crerar, we have been over that quite a number 
of times. I take it that you are now expressing your view in relation to it. 
The point you are discussing was discussed thoroughly the last time we met. 
You have told us what your view is, and Mr. Bonner has said what he thinks 
about the point you have stated. Can we gain anything further? If you think 
we can then go right ahead. 

Senator CRERAR: Well, Mr. Bonner seems to think it is not a very good 
point. 

Hon. Mr. BONNER: I realize its importance, but I do not share your views. 

Senator KinLEY: The witness spoke about near banks. 

Hon. Mr. BONNER: Yes,sir. 

Senator KINLEY: I would like to hear from the eminent counsel more 
specifically the difference between a near bank and a real bank. 

The CHAIRMAN: Just a minute, senator. 

Senator KINLEY: What is wrong with that? 

The CHAIRMAN: We are not discussing near banks. 

Senator KINLEY: I am a layman, and I would like to know the difference 
between a near bank and a real bank. What objection is there to a man of Mr. 
Bonner’s attainments telling this committee what he thinks is the difference 
between a near bank and a real bank? 

The CHAIRMAN: If you want that information then perhaps he should tell 
us what a near bank is. 

Senator KINLEY: Very well. 

Hon. Mr. BONNER: For the sake of brevity may I refer the report of the — 
Porter Commission which discusses the existence of near banks very fully, 
but at the risk of oversimplifying the description I would say that near banks 
include such institution as credit unions, trust companies with savings accounts, 
trust companies which are probably not trust companies but loan companies, 
loan companies themselves, and possibly some provincial organizations that 
are set up for the purpose of assisting industrial development. It is the broad — 
spectrum of institutions which take on banking functions without the benefit 
of charters. 

Senator KInLEY: They have all the privileges of real banks? 

Hon. Mr. Bonner: No. 

Senator KINLEY: Where is the difference? 


Hon. Mr. BONNER: Well a bank operating under a charter has certain 
powers to escalate credit in relation to capital deposits and reserves. 

Senator KINLEY: What about the figure of 10 to 1 in circulation? 

Hon. Mr. Bonner: Are you inviting me to comment on its wisdom? 

Senator KINLEy: I did not catch your last word? 

Hon. Mr. Bonner: I do not understand your question. 

Senator KINLEY: Well, a bank can go to the Bank of Canada and deposit 
certain securities, and have a 10 to 1 circulation. Have the near banks that 
privilege? 
i Hon. Mr. Bonner: No. 
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Senator KinLey: That is the difference? 
Hon. Mr. BONNER: That is one of the differences. 
Senator KINLEY: That is what I wanted to know. 


Senator RorBuck: Mr. Bonner, I do not go along with all the politeness 
of my friend, Senator Crerar, when he said that your Government would not 
do something but that another government might come along that will. That 
was very pleasant on his part— 

Hon. Mr. BONNER: It is an assumption that makes discussion more easy. 

Senator ROEBUCK: Is it not implicit in the very situation itself that some- 
body who is doing business with a government that has an interest in a bank 
might have intimated to him from some source that it would be just as wise 
for him to do business with the government’s bank rather than with another 
bank? Is it not implicit in the very situation where you have a bank in which 
the government is involved that those people doing business with the govern- 
ment should be very wisely led to patronize that bank? How are you going 
to meet that argument? 

Hon. Mr. BonnER: Well sir, to start with I disagree that it is implicit. I 
want to meet that head on. I think that the manner in which a person does 
his banking is his own business. Banking is not compulsory with any institu- 
tion. There is among banks an area ‘of legitimate competition which presently 
exists. Commercial banks compete with each other for accounts, and they do 
so in a variety of ways, all of which are proper, and upon which I offer no 
criticism whatever. But, how a person dealing with the government gets a 
contract is subject to his tender and the tendering procedure, and is not de- 
pendent upon the institution with which he does business in financing his 
enterprise or, in fact, anything else of that sort. 

I repeat a portion of what I tried to say earlier, that for a government to 
disarm itself in the face of its opponents, who are legion, to the charge that 
it is using influence of this sort is, in my judgment, a situation in which I 
personally would not willingly place myself. I give my opponents credit for 
equal caution. 

Senator RozBuckK: You mentioned that a contract with the government 
fellows tenders. 

Hon. Mr. BonNER: Yes, sir. | 

Senator RorBUCK: But there is a great deal of business done with the 
government after the tenders have been opened and the contract awarded. 

Hon. Mr. Bonner: If I might explain that I will say that our tendering 
for supply is by public tender, and our suppliers are at liberty to examine the 
successful tender following its award. 

Senator RoEBUCK: Oh, yes, but following the opening of the tenders, and 
the awarding of the contract there are then all the problems that arise out 
of the administration of the agreement. 

The CHAIRMAN: The performance. . ; 

Senator Rorpuck: The performance. ae. eee he en ae ae oe 
ance of the agreement—the cutting of timber, 

i hich bring up dealings between the depart- 
other things of that nature arise, W g§ up NCE 
ment and the successful tenderer. It is there that I can see the pha situation 
having an effect. I insist on the words “the implicit situation. 


Hon. Mr. BONNER: Yes. 
Senator Rorpuck: But we will not argue about that. 


Hon. Mr. Bonner: No. 

The CHarRMAN: Are there any other 
make is that these questions which are re 
should be reviewed by our Law Clerk. 


questions? The suggestion which I 
lated to the amendment proposed, 
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Senator RorBuck: I agree, because I think this amendment as it is drawn — 
is not sufficiently considered. | Nan : ; 

The CHAIRMAN: I have another question that I want to put to the com- — 
mittee at the same time. I take it, then, that what is implicit in the proposed e, 
amendment, arising out of the discussion which we had this morning and this © 
whole question, be referred to our Law Clerk, for his opinion. ; a 

I would suggest that further consideration of this bill be at the call of 
the Chair. Now, if the committee approves of that, the next suggestion I want 
to make is that, since there is a possibility we may have a short recess here © 
and there in the foreseeable future, a report made by the committee to the — 
Senate today giving the Banking and Commerce Committee permission to ~ 
sit during a recess of the Senate. 


Senator RozBucK: Why? We are not going to be here during recesses. ; 


The CHAIRMAN: Because there may be business that we are carrying on 4 
that should be dealt with. | 


Senator LAMBERT: The Finance Committee is doing so. 


Senator CroLu: This is a committee of a considerable number. There is | 
a danger, as you know, in sitting while the Senate is not sitting, of not obtain- © 
ing a quorum, quite legal and proper perhaps a few more than a quorum, and 
having to deal with it, which would be embarrassing to the committee. I think 
you are much better off in dealing with this very important matter with as 
large a number as you can possibly obtain. . 


The CHAIRMAN: I am not thinking only of this measure. I am thinking, 
for instance, of the substantial amendments to the Companies Act, which are 
also before us. We have a subcommittee, and the subcommittee should com- — 
plete its work as quickly as possible and get it to the main committee. 


Senator CROLL: Yes. 


The CHAIRMAN: And we should not be held up, at that stage of considera- _ 
tion and report by the committee, by the fact that the Senate is not sitting. 
We have to move this legislation along. % 


Senator CROLL: With respect to the Companies Act, I think you are quite 
right and it can properly be done in that fashion, because it is being considered 
by a subcommittee in any event, to report to the main committee, as I under- 
stand it. 4 


The CHAIRMAN: Yes. i 


Senator CrRoLL: I am satisfied that the Chair would use good judgment in 
that case and make it possible for the largest number of senators to express 
themselves. 


The CHarRMANn: That is right. } 
Senator Rorspuck: I am satisfied with that suggestion. % 
The CHAIRMAN: Will I make a report to the Senate, then? 1 
Senator Leonarp: I think it should be clearly understood, as far as this 


bill is concerned, that it should not be considered by a committee sitting during 
an adjournment of the Senate. 


Senator CROLL: That is what I was trying to say. I leave it to the Chair. 
The Chair will use judgment on it. 


The CHarrmMaNn: I am thinking in terms of the report to be made to the 
Senate this afternoon. If we get authority from the Senate to sit during a 
recess, then you will have to rest on the judgment and discretion of the chair- | 
man as to how he proceeds, and that will be governed in a large measure by ~ 
the number of senators who can make themselves available in a recess period. — 
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‘Senator ROEBUCK: That is hardly a fair deal. There are some of us who 


will not be here but have something to say and have some interest in the 


proceedings. 


_ Senator Crotu: Suppose, Senator Roebuck, we leave it to the chairman 


at any time when he is dealing with this bill to see that all members of the 


ol aoe 


committee are informed that on such and such a date this bill will be dealt 
with, so that we can get here? 


The CHAIRMAN: We can give you a week’s notice. 
senator CROLL: And if there are not enough members here, you can rest 


assured that there will be screams about dealing with this bill unless there 


is a sufficient number. 


The CHAIRMAN: Is it your wish, then, that the committee report to the 
Senate this afternoon, asking that permission be given by the Senate for the 


committee to sit during a recess? 


Senator RorBpuck: Yes, on that understanding. 
The CHAIRMAN: That is carried. 


Senator BurcHILL: Are you quite clear on this? Some of us regard this 
as very important legislation. 


The CHAIRMAN: I would not say ‘‘some’’. I would say that all of us so 
regard it. 

Senator BuRCHILL: Some of us have to travel a considerable distance to 
attend a meeting when the Senate is in recess and would need several days’ 
notice. I have strong reservations about this particular bill. The case of the 
Companies Act is different altogether. 

The CHAIRMAN: I put the question a number of times: is it the wish that 
we report to the Senate this afternoon, asking for permission for the Banking 
and Commerce Committee to sit during the recess of the Senate? 

Senator Pearson: In other words, it be left at your discretion? 

Senator Kintey: On any bill? 

The CHAIRMAN: Yes, on any bill that is before us. 


Senator KINLEY: I do not like it. 

Senator Thorvaldson: I am in agreement that there must not be undue 
delay in regard to an important matter of this kind, and I think we can leave 
it to the discretion of the chairman to give us ample notice when a meeting 
is to be held. I do not believe we should allow ourselves to be subject to the 
charge of delaying these matters. 

The CHAIRMAN: Those in favour of such a report? 

Senator CROLL: Yes. 

The CHAIRMAN: The contrary, if any? 

It is carried. Hah 

There is another motion. We have one more bill, but before we deal with 
that. I would like to take this matter before the committee. For practical 
one: when we set up a subcommittee of five of the Banking and Commerce 
Committee to deal, in the first instance, with the Companies Act amendments, 
we made it five because we thought that would be a small workable number. 
However, it presents problems of a quorum at times. I think that if we had a 
slightly larger subcommittee we could be assured of a quorum all the time. 
I was about to suggest an addition. The number is five at present and that 
includes the chairman. I would suggest we might add three more and in that 


is bia pleasure of this Gorin 
Hon. SENATORS: Agreed. 


The CHAIRMAN: We have completed for toot the pecan 
to Bill S-20. 


The Committee proceeded to the next order of pacnices | - 


Second Session—Twenty-sixth Parliament 
1964 


THE SENATE OF CANADA 


PROCEEDINGS 
OF THE 
STANDING COMMITTEE 


ON 


BANKING AND COMMERCE 


To whom was referred the Bill S-20 
An Act to incorporate Bank of British Columbia. 


The Honourable SALTER A. HAYDEN, Chairman 


THURSDAY, OCTOBER 15, 1964 


No. 4 


Statement by the Honourable J. W. de B. Farris. 


ROGER DUHAMEL, F.R.S.C. 
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY 
OTTAWA, 1964 


21479—1 


v 


ON 


THE STANDING COMMITTEE 


BANKING AND COMMERCE 


The Honourable Salter A. Hayden, Chairman — 


Aseltine 

Baird 

Beaubien (Bedford) 
Beaubien (Provencher) 
Blois 

Bouffard 

Burchill 

Choquette 

Cook 

Crerar 

Croll 

Davies 

Dessureault 

Farris 

Fergusson 

Flynn 

Gelinas 


The Honourable Senators: 


Gershaw 

Gouin 

Hayden 

Hugessen 

Irvine 

Isnor 

Kinley 

Lambert 

Lang 

Leonard 

Macdonald (Brantford) 
McCutcheon 
McKeen 

McLean 

Molson 

Monette 

O’Leary (Carleton) 


Paterson 


Pearson 

Pouliot 

Power 

Reid 

Robertson (Shelburne) 
Roebuck 

Smith (Kamloops) 
Taylor (Norfolk) 
Thorvaldson 
Vaillancourt 

Vien 

Walker 

White 

Willis 
Woodrow—(50). 


Ex officio members: Brooks; and Connolly (Ottawa West). 


(Quorum 9) 


i 


__— 


- 
a a i ——~ -———— 


ORDER OF REFERENCE 


Extract from the Minutes of the Proceedings of the Senate, Tuesday, June 
9th, 1964. 


“Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Farris, seconded by the Honourable Senator 
Beaubien (Provencher), for second reading of the Bill S-20, intituled: “An 
Act to incorporate Bank of British Columbia”. 


After debate, and— | 
Z The question being put on the motion, it was— 
Resolved in the affirmative, on division. 


The Bill was then read the second time, on division. 


The Honourable Senator Farris moved, seconded by the Honourable Sena- 
tor Beaubien (Provencher), that the Bill be referred to the Standing Committee 
on Banking and Commerce. 


The question being put on the motion, it was— 
Resolved in the affirmative.” 


JOHN F. MacNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 


THURSDAY, October 15th, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 2.00 p.m. 


Present: The Honourable Senators Hayden (Chairman), Beaubien (Bed- 
ford), Beaubien (Provencher), Burchill, Choquette, Crerar, Croll, Dessureault, 
Farris, Fergusson, Gershaw, Isnor, Kinley, Leonard, McLean, Pearson, Roebuck, 
Smith (Kamloops), and White.—(19) 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


Bill S-20, An Act to incorporate Bank of British Columbia, was further 
considered by the Committee. 


The Honourable Senator Farris, the sponsor, was heard with respect to the 
said Bill. 


At 3.00 p.m. the Committee adjourned to the call of the Chairman. 
Attest. 


F. A. Jackson, 
Clerk of the Committee. 
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THE SENATE 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 


EVIDENCE 


OTTAWA, Thursday, October 15, 1964. 


The Standing Committee on Banking and Commerce, to which was referred 
Bill S-20, to incorporate Bank of British Columbia, met this day at 2 p.m. to 
give further consideration to the bill. 


Senator Salter A. Hayden (Chairman) in the Chair. 


The CHAIRMAN: Honourable senators, we have a quorum, although I am 
sure more senators will be coming in. We shall now resume our consideration 
of Bill S-20. Senator Farris, as sponsor of this bill, has asked for the privilege 
of making a presentation. That is why we have gathered here at this time. 


Senator FARRIS: Mr. Chairman and honourable senators, I am appreciative 
of the courtesy extended to me in the committee’s holding this special sitting 
on this day with respect to the bill to incorporate the Bank of British Columbia. 
My remarks at this time will be somewhat double-barrelled. As I explained to 
the committee this morning, events are so shaping that I shall not be able 
to be present when this bill is finally considered by the committee, and probably 
I shall not be present when it is reported to the Senate. When I say my remarks 
will be double-barrelled I mean it in this sense, that I want to speak to the 
members of this committee as the situation now is, and also I want my remarks 
to have some future application when the bill, either dead or alive, goes to the 
Senate. 

The situation in regard to this bill, as I see it, has changed very materially 
since it was first introduced before the Senate. It is no longer a consideration of 
mere procedure as to whether the bill conforms with the requirements of the 
Bank Act. It is no longer limited to the problem of whether we should at this 
time have more banks in western Canada. It involves now not only what appears 
on the face of the bill but also what is behind it, and that is the fact that the 
Government of British Columbia was duly authorized by a majority of the 
Legislature, by a vote of 41 to 5, to invest in this bank. This bill now requires, 
in the light of developments since, the consideration of the right of the Govern- 
ment of British Columbia to invest under authority from its own legislature in 
10 per cent of the shares fully paid up in this bank, if it is incorporated. 

I would like to get going on some law, but I am reminded of the quotation 
in Browning’s “Rabbi Ben Ezra”. 

Now who shall arbitrate? 

Ten men love what I hate, 
Shun what I follow, slight what I believe 
Ten who in ears and eyes match me 

We all surmise, they this thing, I that— 
Whom shall my soul believe? 


I do not know whether I can help any of you in what you should believe 
or not, but I will have to try anyway. 
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There is another peculiar thing that may develop when the vote is taken. 
I do not know whether the vote in this committee will be on one specific issue 
or whether it will be on the different issues that will be raised and that are 
being raised in our consideration at the present time. There are some issues 
on which some honourable senators may vote against this bill, but no single 
one of those issues would justify defeat for the bill. I cannot predict that at 
this stage. Whether added altogether there would be enough justification for 
that, but I am hopeful about this. 

Again, in pondering these questions I am reminded of a story that is told 
about the late Senator Gillmor of Charlotte County, New Brunswick. I never 
knew the senator, but I did know his father who was a very fine doctor at 
St. Martin’s. Before Senator Gillmor came to the Senate he was a member 
of the House of Commons for many years, representing Charlotte County. 
He was a most popular man, and he had reason to be. Everybody liked him, 
and he always had a fund of good stories and humorous pranks. It is related 
that at one time he said, “My constituents are divided from the State of 
Maine by the small St. Croix River. These constituents are all protectionists 
by day and free traders by night.” 

I think my friend will corroborate if this is a correct story. As the story 
goes, he was speaking at one time in the House of Commons on a subject which 
was not very popular, and he was not getting his usual attention. There were 
interruptions, and finally he said, “If honourable members of the Commons 
will permit me, I will tell you a story. I am reminded of the young businessman 
who had over-extended in his business his capital, and he was threatened with 
bankruptcy. When he met his creditors separately they all assured him of 
their support when he explained the situation to them. He said, ‘My business 
is good and I am prosperous, but I have not the credit, and unless I get 
time and consideration I will go bankrupt.’ So they all assured him favourable 
consideration. But when they all got together, each creditor looked at the other 
fellow and was afraid that someone might get an advantage, so they all 
started to crowd him out, and he saw bankruptcy facing him. He said, ‘Gentle- 
men, individually I love you, but collectively you are a damned hard bunch.’” 
There is no thought, at the moment, of my present remarks being applicable 
to that story. 

In this discussion, at this present stage, we are now faced with issues 
challenging the constitutional right of the province to buy shares in the bank, 
which is not only granted under section 92, subsection (13), of the B.N.A. Act 
but is also sanctioned by a vote of the legislature of 41 to five. 

I want to ask the Chairman to keep in mind, and I know he will be- 
cause he is very fair, that while this is a so-called private bill it has more 
aspects of a public bill for special consideration than almost any bill I know 
of brought in as a Government measure, and I hope in due course any 


amendment to be made will keep that in mind and that no haphazard steps . 


will be taken to delay the final disposition of this bill. 

I cannot urge too strongly the seriousness of what some senators seem to 
be attempting to do. If a committee of a non-elected Senate can successfully 
refuse to permit the elected branch of Parliament to consider this bill, I think 
it is a very serious responsibility for this committee and for the Senate to 
undertake. At this stage of Parliament, unless this bill goes to the House of 
Commons they will have no chance to consider it. 

I checked with Mr. MacNeill and he told me that it would be possible 
to start in the House of Commons by brand new proceedings, but at this 
stage of this session it will be realized that that would now be practically im- 
possible. For this reason the opportunity of the elected house to deal with this 
bill and with this proposed bank depends absolutely on what a non-elective 
branch of Parliament decides to do. I have no hesitation in saying—and I 
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have spoken to some of my honourable colleagues—that if this non-elected body 
at this time refuses to send this bill to the House of Commons it will be 
another cause to set the heather on fire in Canada in regard to the dispute 
between the provinces and the dominion, and this non-elective body, the 
Senate, which is none too popular at any time. 

I do not mind that, since we know we are right, but I say it would be 
a great mistake at this time to kill this bill so that the Commons would not 
have a chance to discuss it. We must keep in mind that they are the elected 
body. To do so would be questioning the right of British Columbia on the 
majority vote of its Legislature to decide whether they are entitled to buy 
shares in the bank or not, and we should remember that this would amount 
to only a few shares. 

I was greatly interested yesterday when members of this Senate com- 
mittee took such an interest in seeing that our solicitor checked up on the form 
of the undertaking to ensure that this participation would only be to the 
extent of 10 per cent. I take it that that interest was an indication that the 
senators who were interested were not trying to kill this bill but were in- 
terested in giving it a chance to go to the House of Commons with the amend- 
ment that the ownership would be limited to 10 per cent of the actual paid-up 
capital of the bank if it is allowed to be incorporated. 

Now I want to consider some constitutional questions because they deal 
not merely with the solution of the problem or what the law is, but they also 
have a very serious bearing on the policy of the non-elected Senate in deal- 
ing with matters that ordinarily should and would go to the House of Com- 
mons for consideration there. 

As you know, if at the end of the discussion there is a diversity of opinion 
between the House of Commons and the Senate, a joint committee can be 
appointed and some other solution can be arrived at. In this connection I 
want to refer not merely to the challenge as to the soundness of the law as 
it is, but to refer to one or two aspects of this whole question including Sena- 
tor Hugessen’s constitutional argument that Premier Bennett’s proposal to 
seek a limited control by the province in the purchase of shares up to 10 per 
cent of the paid-up capital of the bank is unconstitutional as an attempt to 
do indirectly what cannot be done directly. With all deference and modesty, 
I am surprised that a distinguished member of the Quebec Bar should advance 
such a proposition. I agree with the law that a province cannot do indirectly 
what it cannot do directly, but I disagree entirely with the suggestion that 
the province is doing anything indirectly. What the province is doing here is 
a direct attempt to buy shares in a federal bank. This power is given under 
section 92(13) of the British North America Act, which has handed the ex- 
clusive jurisdiction relating to property and civil rights to the province. 

Shares in a bank are as much “property” as shares in the C.P.R. or in 
Spencer’s Limited. In fact, the Federal Banking Act, section 42, expressly 
declares that the shares in a bank are personal property. The British Columbia 
Legislature in its recent session passed an act authorizing such a purchase, 
by a majority of 41 to five. Let me point out this. In the Briishoce Wea 
Legislature the government holds a majority, in the policy of Social Cre it. 
British Columbia and Alberta both adhere to that policy. There is nota single 
member of the Social Credit party in this Senate and there .1s not. a hes 
member of any party in this Senate except Liberals and Conservatives, an 
one who I understand is an independent if that word is understood. I was 
not going to use that word, because we do not often come across it. f 

I state that the indirect procedure is not what Senator Hugessen says, 
but is the attempt by some senators to refuse incorporation to this bank. Fs 
it is true, it would be to sell up the camp, to refuse incorporation of what 
British Columbia claims, would be to prevent British Columbia exercising 
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its constitutional power. Unfortunately this indirect performance, if it exists, 


cannot be remedied by a mandatory injunction, as it could in the case of © 


ordinary citizens. It cannot compel senators to grant a charter. The only 
method the public has of dealing with this matter would be by a new con- 
stitutional measure restricting the powers of the Senate, or to abolish it-alto- 
gether. These are days when we need to be a little bit on our toes, in view 
of what is going on amongst the attorneys general in this same city at the 
present time about the Constitution. 

Honourable senators, I cainnot press too strongly my belief in the serious 
effect which would result from a successful refusal to grant incorporation of 
this bank. First, it would be discrimination. Is there any reflection about that? 
To have put through these other two banks and deny a bank having repre- 
sentation of the people of British Columbia, is an unqualified discrimination. 

In the next place, it is an attempt, if it is made, to deprive British Colum- 
bia from its constitutional power, based on section 92(13) and backed up 
41 to five in the legislature. 

The next thing and perhaps from the point of view of senators the 
most serious, is what is our responsibility if we prevent this bill going to 
the House of Commons. There is a good deal of undercurrent of criticism of 
the Senate as an institution that is not elected by the people. Within its 
intended jurisdiction, within the powers for which it was created, I think 
every man here is prepared to stand up and fight for the soundness of the 
existence of our Senate. 

I submit that in the Parliament of Canada, we as a non-elected body 
have the duty to preserve Parliament on such occasions as this. There is not 
a Social Creditor, not one to take part in the discussions— 


The CHAIRMAN: Senator, may I ask you a question? Is the proposition 
you are putting, in simple language, that we should pass this bill in order 
to be sure of keeping our jobs? 


Senator Farris: No. I don’t think it is fair to put that inference on what 
Iam saying. I am saying that our job requires that we perform it in accord- 
ance with the Constitution for which it was created, and it was never created 
for an issue of this kind to stand in the way of the House of Commons giving 
fair consideration to it—and not a single member of the parties that are con- 
cerned in British Columbia, socialists and Social Creditors, are members of 
this Senate. I am glad you brought that up, if you had that in mind. 


The CHAIRMAN: That seemed to be the conclusion to come to. 


Senator Farris: Well, I disagree with that entirely. So far as I am con- 
cerned, at my age and time of life, I do not care whether I control my job 
in the Senate or not, but as long as I hold my job in the Senate I do care 


that I do my part to see that we live within the constitutional limitations that - 


intentionally were imposed upon us, and properly so, in contrast with an elected 
body which historically, constitutionally and entirely is a wider-functioning 
institution than the Senate was ever intended to be. 

Now, some of the slogans going around ought to be considered. One of 
them is: “We don’t want a political bank.” Mr. Chairman, I approach you 
with great deference, sir, notwithstanding your misguided comments. 

The CHAIRMAN: Shall we argue that point? 


Senator Farris: If I had time I would enjoy doing so, but I have already 

phoned home to say that I will arrive there by plane at 11 o’clock tonight. 
We don’t want a political bank.” Now, that is a slogan— 

Senator Isnor: Whose slogan is that? 


Senator FAarRIs: Well, I have heard it around these buildings for some 
weeks. That slogan takes me back to my very much younger days when there 
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was another slogan. In the days when Sir Wilfrid Laurier was Prime Minister, 
Mr. Fielding, who was Minister of Finance, consented in the negotiating of a 
reciprocity agreement with the United States, Looking back, I think that 
would have been one of the most beneficial things that happened to Canada. 
Everybody was for it—the Conservatives, Mr. Borden, and everybody. How- 
ever, somebody started the slogan, “No truck nor trade with the Yankees.” 
That took across Canada like wildfire, and the welfare of Canada suffered to 
the extent of millions of dollars, in my humble opinion. 


Senator HORNER: I think you are mixing your aces. I am with you, but 
not on that. 


Senator Farris: I think a great many Conservatives right in the Senate 
can look back and agree on the fact that that slogan had an unfortunate effect 
on the welfare and progress of Canada. 


Senator KINLEYy: It was a hundred patriots from Toronto who did that. 


Senator Farris: I do not want to get into too much of a controversy. There 
may be a survival of those to whom it is still popular to say, “No truck nor 
trade with the Yankees.” But I submit that both parties now looking back would 
think that that is not a good slogan, and yet it spread like a plague right across 
Canada. I recall that until that time both parties were congratulating Mr. 
Fielding on the success he had in negotiating that agreement. I believe Senator 
Crerar will remember that as a fact. He nods his head. 

Political patronage has been mentioned in a way that was intended to cast 
reflections on the Government of British Columbia with respect to its owning 
10 per cent of the shares of the bank. The suggestion is, as I understand it, that 
we do not want Bennett to have the power of abusing his relationship with that 
bank, and to carry on political patronage with respect to it. I should like to make 
reference to the proceedings of the meeting of this committee on July 22. At 
page 20 Mr. Bennett said this: 


The Government of British Columbia will invest in this private 
venture because the successful launching of the Bank of British Columbia 
is of vital importance to the creation in Vancouver of a complete and 
mature financial market for the long-run benefit of the Province and of 
all Canada. However, the Province, as a small minority shareholder, will 
certainly expect the private bank to operate free of any political influence 
in concert with the other chartered banks and under the supervision of 
the Bank of Canada. 

I want to make it very clear that any government would be very 
stupid indeed to run a partisan bank or try to influence its operations or 
loans or anything else, because as soon as you gave a person a loan, he 
would think it was too small. The next day he would think the rate was 
too high, and all people who did not get loans would blame the govern- 
ment and the government would be thrown out of office. We may have 
political faults in our Government, but that is not one of them. That would 


be the most foolhardy thing that could happen. 


be said about Mr. Bennett—and I am no supporter of his 
pene es ka independent Liberal should recognize that he is a sound 
businessman. He owns and operates, and has for years, five hardware hee 
scattered over the province. I am told that hardware is a tough DUSTED: to be 
in. Mr. Bennett successfully operates those stores. He 1s not a hiberneucd os 
the larger sense of the word but he is independent in a eran SER : a as 
ambition is to head a government that will be recognized, and in wi sae oe 
be recognized as a man of standing, of decency, and a man having in his hea 


the interests of the province. 
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Then, I would like to read what Senator McCutcheon had to say. Judging 
from his remarks I would think that Senator McCutcheon is probably one of 
the most active opponents of this bill, and I would think that that is probably 
so because he has more interest in it than any other senator. I have great respect 
for Senator McCutcheon. His name is Wallace and my name is Wallace. How- 
ever, I have the right, as he knows, to take exception to things that he says. 
After cross-examining Mr. Bennett, after Mr. Bennett had made the statement I 
have just read, Senator McCutcheon said this, and it is to be found at the bot- 
tom of page 61: 


Or suppose we get a C.C.F. Government in British Columbia? 
This is what concerns me. I still cannot understand why, if you can 
obtain the capital from the public, and so on—sure, you are sponsoring 
the bank, you are naming the provisional directors, and it is taken for 
granted that the directors you name will appoint able management, or 
you will inspire them to make able management. I am not worried about 
you, but I am worried about what may be the situation ten years 
from now when you decide to retire and your party is defeated at the 
polls and some other government gets in. They will then find themselves 
the largest shareholder in this bank. If this bank can be financed by 
the public why do you want to put any money in it? 


Then, again, at the bottom of page 62: 


The one thing that the Premier did not mention is that Parlia- 
ment can also decide whether or not there will be another bank incor- 
porated. I have no illusions that this bank, if it is capitalized and so 
on on the basis we have been told, will be successful. If I were not 
a Member of Parliament I would be tempted to buy shares in it when 
they are offered to the public. I am not concerned about the fact that 
the undertaking may be influenced by the Government to make bad 
loans or good loans because politically that would be very stupid, 

—he is absolutely agreeing. 

but I am concerned about the possibility that ten years from now when 
Mr. Bennett and his colleagues are no longer in power and some other 
nameless group is in power, someone might say to me, if I were operat- 
ing a large pulp and paper operation or a sawmill in British Columbia: 
“Now, you get your credit from the Bank of Montreal, but we will 
handle your foreign exchange transactions. You make your deposits with 
us. You carry your payroll accounts with us, and so on’. Having said 
that, Mr. Chairman, I will say no more. 


In other words, Senator McCutcheon, representing, I think, quite a group 
of the thinking people in the Senate, has assured Mr. Bennett that as long 
as he is there he has no worries about the bank, but he has worries about 
what will happen 10 years form now. I submit, honourable senators, that that 
is a philosophy of despair. Has it come to the stage that senators will deny 
public responsibility to public officials supported by their government and 
their legislature, in the fear that sooner or later somebody may get into 
power who will not be honest and will take advantage of such a situation? I 
say that is a philosophy of despair. It is not worthy of Senator McCutcheon, 
ae do not think it is worthy of us in the Senate to accept any such philos- 

I cannot too strongly press my view on the seriousness of what the 
Senate may be attempting to do, if they are attempting to deny the Commons 
the right to pass on this legislation. Here is a committee of non-elected senators 
—and I was assuming when I prepared this that this was after the committee 
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had reported and had reported against the bill. If that were so, here is a 
committee of a non-elective Senate refusing to permit the elective branch of 
Parliament considering the justification of denying to British Columbia its 
constitutional power, backed by an almost unanimous vote of the legislature, 
to purchase shares in a chartered bank and in going the length of denying 
incorporation to accomplish that purpose. If a majority of the Senate is op- 
posed to a province owning 10 per cent of the shares in a chartered bank, it 
seems to me that their first duty is to see that the Commons have a chance 
to discuss this matter and have their opinion in connection with it. 


Senator KINLEY: Do not the amendments say that neither the Govern- 
ment or anybody else can hold more than 10 per cent? 


Senator Farris: That is the new amendment. 
Senator KINLEy: I do not think anybody can hold more than 10 per cent. 


Senator FarRIs: As a matter of fact, honourable senators, how far can 
there be an obstruction of policy with a 10 per cent ownership in the bank? 
I quite agree that 20 or 25 per cent ownership would have much more effect. 
I quite agree there may be times when you can exercise an influence with 
10 per cent. But I say this, with 90 per cent of the shares held by private 
investment, if some other government comes in in the future that is crooked 
enough to try to use this as a pattern of deceit, how long would it take those 
men to get together to swamp that 10 per cent? It is one thing to assume that 
in the ordinary run of business 10 per cent vested in one shareholder can 
exert quite an influence. It is an entirely different thing to say that if that 
shareholder attempts to abuse his interest and use his patronage in that con- 
nection to the disadvantage of the bank, it would not take very long for the 
other 90 per cent to get together to see that did not happen. 


Senator Pearson: If some other political party came into power in five or 
ten years’ time, could not they create a run on the bank and force their share- 
holders to get rid of their 90 per cent? And who would absorb that 90 per cent? 


Senator Farris: I don’t know. 
Senator PEARSON: Supposing the Government wanted the bank to make 
a heavy loan to the province and there was a run on the bank? 


Senator Farris: That might happen in regard to any bank. I don’t know. 
Is my friend assuming that the Conservatives are going to get in next time? 


Senator PEARSON: I am not assuming that. From what you said in your 
speech apparently you gathered that Senator McCutcheon assumed there would 
be a socialist government. 

Senator FaRRIS: There is a socialist Opposition at the present time and 
they have supported Mr. Bennett in this legislation. If the people of British 
Columbia elect a socialist government—and in fact we may have a socialist 
government here in 10 years—I think it would be quite a lot for the Senate 
to take on its shoulders to say that we are going to prevent that by blocking 
the constitutional right of the people of British Columbia to have 10 per 
cent interest in the bank. I think in fact that would be about the strongest 
thing that could happen to disrupt the whole sentiment of the people of this 
country with regard to the position and the usefulness of ie Senate. It 
might not make any difference to some members of the Senate; oie may 
have fairly good law practices and so could get along quite Nes w A i in 
the Senate or not. But while we are here we must recognize tha ae i ‘ ae 
ally and historically the powers of a non-elected Senate have been ie ed. 

There is another question and, I think my friend Senator aan ee on 
cerned about this. It is the question of precedents. We aes me cs 
precedents do not go only one way. Certain precedents may well be esta 
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by refusing a charter to this bank. Certain precedents may also be established 
if the policy of the Senate without the sanction of the Commons should be that 
they are justified and right in preventing the incorporation of a bank under 
those circumstances at this time. ws Peal 

I am quite puzzled at times to know what is the worry about these prece- 
dents. If a bank with ownership such as this, by its own efforts is successful, 
and so successful that the other provinces will want to have banks of their own, 
I do not see how we can prevent that. If, however, history proves to the other 
provinces that the bank now being incorporated is not a success, then I don’t 
think there will be anything more heard of this precedent. This precedent can 
only turn out to be a bad thing if the bank is unsuccessful. 


Senator PEARSON: What about taxation? 


Senator FARRIS: Well, that is always a question in this country. Is the Senate 
so successful and so confident of its own wisdom that it proposes to protect the 
other provinces from their own folly? If this bank with a percentage ownership 
by the province is such a good thing that the other provinces will demand the 
same treatment, well that to me indicates that the bank must be very successful. 
On the other hand this question of precedent can be exaggerated very much. 
You heard Mr. Bonner here yesterday. Mr. Bonner pointed out that this bank 
in British Columbia was to meet a situation peculiar to the western provinces. 
I think that peculiarity applies not only to British Columbia but also to the 
Province of Alberta. If that is so, the policy as laid down for the establishment 
of this bank, claimed by Mr. Bonner yesterday, was to give to Vancouver a 
financial centre such as there is today in Montreal and Toronto, so that the area 
around it will get, not a second hand consideration after the local manager says 
“I will wire the head office to see what is going to happen,” but a condition 
similar to what is illustrated in California in the Bank of America. 

Supposing British Columbia gets its charter, gets its 10 per cent shares and 
the influence of those shareholders, including the 10 per cent of the province, 
results in a bank that grows and prospers on the principle of the development 
as the American banks do. I certainly would not want to see them follow all 
the principles of the American banks but to follow them in so far as that ques- 
tion of development is concerned. I am afraid there are a lot of persons here 
who do not yet have a full appreciation of the possibilities lying immediately 
ahead for the Province of British Columbia. If you read what Mr. Bennett has 
said on that, if you have your own information on that, you know that this 
bank will be properly represented by able management. Mr. Bennett says ‘“ I 
cannot reveal to you whom I have in mind to suggest as manager, because that 
would destroy him in his present position, but I have in mind a man I know 
will accept the position in the bank, and certainly he is an outstanding man with 
whom I know the public will be satisfied.” If you have that kind of man in the 
bank, if you have behind it the power and authority of the Parliaments of 


British Columbia, Alberta and probably Saskatchewan, if you have the opera- _ 


tions continue under these conditions, my submission is, honourable senators, 
that you will have a condition that no eastern province can ever have, in de- 
manding the same kind of treatment. 


Certainly, Ontario cannot. I do not think Quebec can, because they have 


their central financial interest in Montreal and Toronto and they have there © 


what we are seeking to have in the west. The Maritime provinces have such 
a bank today in the Bank of Nova Scotia. I do not think they will be concerned 
to demand another bank under the guise of what has been sought for British 
Columbia. 

_ Somebody said “Look at what happened in Newfoundland.” If they are 
serious in that suggestion, I ask how possibly could Newfoundland put up a 


case such as Mr. Bonner and Mr. Bennett are able to put up, as reasons why 
this should be done in British Columbia. 


‘ 
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_ Gentlemen, as far as political precedents are concerned there is nothing 
easier anywhere than to head people off if that is what you want to do. There 
are enough differences that we can see right now. If the banking authorities 
that have power on the question of incorporation see that danger from these 
other banks and their dissimilarity from the present one, and do not wish 
to be bound by that precedent, it is mighty easy to do it. I think Senator 
Crerar has had enough experience in politics to know how easy it will be to 
have that done. 

Ladies and gentlemen, that is all that I should say at this time. I am 
speaking to the committee with what I feel are fair warnings and from my 
conception of what might happen if they are led aside by slogans or by 
misunderstandings of the real merits of this bill. I have come into the promo- 
tion of this bank with a general view that it is sensible and fair. With further 
study of it, that attitude has grown, and today I am absolutely convinced that 
for the Senate to be misguided enough to refuse this bank on the ground 
that Bennett cannot be trusted, or that if he can be trusted somebody ten 
years from now cannot be trusted, is not right. Can the Liberals be trusted 
and the Conservatives be trusted? Can the Social Creditors, other than 
Bennett, be trusted? Who knows what the future may hold? 

The Minister of Public Works in British Columbia is building roads to 
the extent of millions of dollars. We don’t hear any complaint about patronage; 
yet he has had plenty of opportunity in that job to exercise patronage if he 
wanted to do so, and if his government would allow him to do so. In any 
event, it would be possible. 

Today, that government is entrusted with millions of dollars in its great 
treaty with the United States, and with the cooperation of the Dominion 
Government, in regard to the Columbia River and the Peace River dams. 
Millions of dollars are coming into this country. Is anyone worried? I heard 
Senator Hugessen’s great speech on this matter discussed. There was no 
suggestion there that they were taking chances in dealing with Bennett in 
these connections. atsie 

The basis of success in the future of this country does not lie in pessimism 
about the honesty of our public men. It rests in the higher standards year by 
year resulting from the demands that are made of public men. I am proud to 
be associated with such a political opponent, and give to him the credit that 
what he is doing is in the interests of the Province of British Columbia and 


of the Dominion of Canada. 

Senator RozEBuCcK: May I make a request of Senator Farris? I understand 
that he will be going west later, and may I request him never again to repeat 
the statement he made to us with regard to our right to decide on a question 
of this kind, nor to make any suggestion that if we vote in favour we are doing 
it because of some fear that is in our minds of what may happen to us in 


the Senate. 
Senator FARRIS: That is what Senator McCutcheon stated. | 
Senator RoEBUCK: I don’t care who said it. I am asking you to refrain 
from that argument in the future, either in private or public; pcg agit 
going to deal with this question on its merits, perfectly fearlessly ot bee 
far as I am concerned or the Senate is concerned, and with one get ive 
only, that is, to promote the interests of the people of the aT Te aed 
ada, including, of course, British Columbia. It is our right to sete 5 a nie 
irrespective of the Commons, or MA ther Sreeiope rma sc. pW aoe 
ou came here, anda not to e : Ll 
PAS tanon ie good judgment along the lines I have mentioned, that is, 
the interests of Canada at large. 
I would be very regretful indeed if, hax 
anyone should be able to say that we did it b 


f, having decided in your favour, later 
ecause of a lack of confidence 
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hae a a ; 
in ourtintest MeclGee we were not elected or because we were afraid of our 
own hides, or because we thought that the judgment of the Commons was_ 
better than ours, or any such consideration as that. We will deal with this bill 
on its merits, I assure you, and I for one will not be influenced in any way 
by any statements as to what we should do in our own interests or because 
of any deficiency that we feel in our own right to decide a question which 
you yourselves have laid before us. Please do not use that argument. again. 

Senator FARRIS: I would say that the bill should be dealt with on its 
merits. 

Senator RorBucK: In that case, if I misunderstood your argument, I 
apologize. 

Senator Isnor: Mr. Chairman, I had made a note for the same reason, and 
I was going to take more or less exception to what Senator Farris has said 
and his approach to the matter. I looked around and saw at least half a dozen 
senators who at one time had been elected to the House of Commons and 
who had served that body for many, many years. I was first elected 36 years 
ago, and served for 22 years as a member of the House of Commons, and have 
spent the remaining 14 years as a member of the Senate. I would vote exactly 
the same today as if I were an elected member of the House of Commons. I 
do not think it is fair to say there is a difference between the non-elected 
and the elected members of Parliament. 

I do not want to be unkind, but I thought the honourable senator, with 
his knowledge of human nature, should have chosen other premises upon 
which to advance his argument. Surely, he does not begin to size up a situation 
of this kind, and say that this one is going to vote for this bill and that 
one is going to vote against it. I might have made up my mind along certain 
lines, and changed it since that time, but that is for me to decide. I do not 
think we should be told these things upon the premise that the Senate as a 
whole is against this bill, and then have the matter argued from that point of 
view. 


I just wanted to get that off my chest, Mr. Chairman. I am going to ask 
the honourable sponsor of this bill why, when there was the choice as be- 
tween the House of Commons and the Senate, he chose to introduce it in the 
Senate. 


Senator KINLEY: I want to say just a few words, Mr. Chairman. I do 
not agree with all that the honourable senator has said, but perhaps he has 
over-accentuated what he thinks the Senate should do. I should like to ask 
this question: Are there any people against this bill? Are any witnesses from 
the commercial interests of Canada going to appear before us in connection 
with this bill? 

The CHAIRMAN: We have no knowledge of any witnesses. 


! Senator KINLEY: I am surprised to find little or nothing in the press about. 
this bill. I am wondering if the press is being represented at these meetings. 
Senator BEAUBIEN (Bedford): They are not excluded. They can come here 
if they want to. 

Senator KINLEYy: It would be nice for those of us who have to live with 
this to know whether we are going to hear from people who are for or 
against the bill. 

The CHAIRMAN: There is no indication of that. We shall proceed in ac- 


cordance with the proposal made yesterday, namely, that the committee ad- 
Journ to the call of the chair. Is that agreed? 


Hon. SENAtorS: Agreed. 


The committee adjourned. 
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ORDER OF REFERENCE 


Extract from the Minutes of the Proceedings of the Senate, Tuesday, 
June 9, 1964. 


“Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Farris, seconded by the Honourable Senator 
Beaubien (Provencher), for second reading of the Bill S-20, intituled: “An 
Act to incorporate Bank of British Columbia”. 


After debate, and— 

The question being put on the motion, it was— 
Resolved in the affirmative, on division. 

The Bill was then read the second time, on division. 


The Honourable Senator Farris moved, seconded by the Honourable Sena- 
tor Beaubien (Provencher), that the Bill be referred to the Standing Com- 
mittee on Banking and Commerce. 


The question being put on the motion, it was— 
Resolved in the affirmative.” 


JOHN F. MacNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, November 4, 1964. 


Pursuant to adjournment and notice the Standing Committee on Bank- 
ing and Commerce met this day at 9.30 a.m. 


Present: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 
Blois, Bouffard, Burchill, Choquette, Cook, Crerar, Croll, Davies, Fergusson, 
Gershaw, Hugessen, Irvine, Isnor, Kinley, Leonard, Molson, Pearson, Smith 
(Kamloops), Taylor (Norfolk), Thorvaldson, Walker, White and Wood- 
row.—(26). 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


The Chairman read to the Committee the opinion of the Law Clerk with 
respect to Mr. Bonner’s proposed new clause to Bill 8-20, An Act to in- 
corporate Bank of British Columbia. 


It was AGREED to print Mr. Hopkin’s Memorandum as Appendix “C” 
to this day’s proceedings. 


At 10.15 a.m. the Committee proceeded to the next order of business. 
Attest. 


F, A. Jackson, 
Clerk of the Committee. 
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THE SENATE 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 


EVIDENCE 
OTTAWa, Wednesday, November 4, 1964. 


The Standing Committee on Banking and Commerce, to which was re- 
ferred Bill S-20, to incorporate Bank of British Columbia, met this day at 
9.30 a.m. to give further consideration to the bill. 


Senator SALTER A. HaypDEN (Chairman), in the Chair. 


The CHarrMan: Senators, I call the meeting to order. Before we proceed 
with other business I should like to make a brief reference to Bill S-20, to 
incorporate the Bank of British Columbia. 

It will be recalled that on the last occasion we met to consider this bill 
an amendment was proposed by the Attorney General for British Columbia, 
and that amendment was referred to our Law Clerk for his opinion because 
some doubts were expressed as to its validity. I now have a memorandum 
from the Law Clerk setting out his opinion, and I suggest that it be printed 
in the record today. 

Hon. SENATORS: Agreed. 


The CHAIRMAN: I might mention some of the highlights of this opinion. 
There were three challenges, if I may call them that, made by members of 
the committee to the amendment. One was to the effect that since the Crown 
in the right of the province was not specifically mentioned, the amendment 
would not be effective as against, and neither would it impose any obligation 
on, the Crown in the right of the province. In relation to that the Law Clerk 
says: Ae 

Z In my opinion the proposed amendment would bind the provincial 
Crown by implication, and the words “directly or indirectly would 
apply not only to the provincial Crown, but to all the Crown agencies 
and instrumentalities thereof. 


That is his conclusion, but before stating it he sets out his reasons in support. 
Then, on the point of the limitation of a 10 per cent holding of shares in 
relation to the total number of authorized or paid-up shares, the question ee 
raised during the hearing that nobody can hold authorized shares. Authorize 
shares are unissued shares. The Law Clerk says with respect to this: 
A second question raised by several Honourable Senators Mins ae 
there was a certain confusion and confliction as between “authorize 7 
and “paid-up”, and that the expression “own is not an apt expression 
relation to “authorized” shares. I agree with this criticism. 


He goes on: Ae f 
I note further that the provincial (B.C.) bier prbelise er a 
t of the consolidated revenue Iunda 0 a 
Re eats than one quarter of the sum paid Be. on the capital 
stock or on the subscriptions for capital stock of the bank”. 


s as to what happens if some person through 


The third problem raised Ae more than 10 per cent of the shares, because 


inadvertence or otherwise acquire 
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there is no sanction in this respect in the bill. On this point our Law Clerk 
has this to say: 
A further problem appears to be raised by the fact that the amend- 
ment makes no provision as to the legal result should a shareholder 
acquire, either deliberately or inadvertently, as through a succession, 
shares in excess of the authorized percentage. If no legal consequences 
are to follow, the amendment would appear to be abortive as a, matter 
of law. On the other hand, if certain legal consequences are intended 
to follow, what are they? 
My opinion is that, while such a clause would be within the legis- 
lative competence of Parliament to enact, it would require substantial 
re-drafting in order to constitute an acceptable amendment. 


Senator CRoLL: Mr. Chairman, I suggest that this be conveyed to the 
Attorney General of British Columbia before the printing of the minutes, 
because that takes a few days. 

The CHAIRMAN: I have provided their counsel, Mr. Burke-Robertson, with 
a copy and, of course, he was here during the course of the hearing. 

That closes this chapter of our consideration of the bill. If there is to be 
a further amendment proposed I suspect we shall hear in due course. 

(For text of memorandum of the Law Clerk and Parliamentary Counsel 
of the Senate, see Appendix ‘‘C’’). 

The committee adjourned its consideration of Bill S-20. 
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APPENDIX C 


Ottawa, October 29th, 1964. 
Memorandum for 


Honourable Salter A. Hayden, 
Chairman of the Standing Committee of the Senate 
on Banking and Commerce. 


At the meeting of the committee held on October 14th, 1964, the Hon. 
R. W. Bonner, Q.C., Attorney General of British Columbia, suggested as an 
amendment to Bill S-20, An Act to incorporate Bank of British Columbia, the 
following text: 
“Amend by renumbering sections 6 and 7 as sections 7 and 8 respec- 
tively and by inserting the following as section 6:— 

‘6. No shareholder shall directly or indirectly own more than 
one-tenth of the total number of authorized or paid-up shares in 

the capital stock of the Bank.’ ” 


In explanation of the amendment, the Attorney General stated as follows: 

“The question goes to the interest which the province might have 

in the shareholdings of the banks. You concluded your question, Senator 
Crerar, with these words: 

*,..would you be willing now to suggest that in the charter the 

limitation should be set at 10 per cent either directly or indirectly?’ 


And the Premier, who was being questioned at this point, later stated: 

‘I would not object to that at all.’ 

It occurred to me that matters before this committee would not be 
complete unless in response to that question and answer we took a posi- 
tive step to place for the consideration of the committee an amendment 
to this bill which would incorporate this principle.” 


A number of questions were raised by Honourable Senators concerning 
the adequacy and effect of the proposed amendment, and I was asked to give 
my opinion on these questions and on the amendment itself. 

One question raised was that, since the amendment did not in express 
terms purport to limit the Crown in the right of a province, the Government 
of British Columbia and its agencies and instrumentalities would not be bound 
by its terms, which would of course defeat the central purpose of the amend- 


ment. 


Section 16 of the federal Interpretation Act reads as follows: 

“16. No provision or enactment in any Act affects, in any manner 
whatsoever, the rights of Her Majesty, her heirs or successors, unless it 
is expressly stated therein that Her Majesty is bound thereby. 

B.S: cl: s 16." 


j i 1 the expression “Her 
If these words are given a broad interpretation, 
Majesty” would include Her Majesty in the right of a province. The decided 


cases, however, have placed a narrower construction on the expression: it has 
v) 


pi ‘mi isi rovincial Interpre- 
held that such provisions—there are similar provisions In provincl 
tation jRoeeete only to the Crown in the right of the jurisdiction enacting 


the statute, in this case the Crown in the right of Canada. In a federal statute, 
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therefore, the Crown in the right of a province may be bound, as at common 
law, by necessary implication; i.e., where the clear purpose of the legislation 
would be frustrated if it were not so bound. (See the Canadian Abridgement, 
vol. 4, p. 14, and the cases there cited.) 

In my opinion the proposed amendment would bind the provincial Crown 
by implication, and the words “directly or indirectly” would apply not only 
to the provincial Crown, but to all the Crown agencies and instrumentalities 
thereof. 

A second question raised by several Honourable Senators was that there 
was a certain confusion and confliction as between ‘‘authorized” and ‘“‘paid-up”, 
and that the expression “own” is not an apt expression in relation to ‘‘author- 
ized” shares. I agree with this criticism. I note further that the provincial (B.C.) 
statute involved limits investments out of the consolidated revenue fund of 
that province to “an amount not greater than one quarter of the sum paid up 
on the capital stock or on the subscriptions for capital stock of the bank’’. 

A further problem appears to be raised by the fact that the amendment 
makes no provision as to the legal result should a shareholder acquire, either 
deliberately or inadvertently, as through a succession, shares in excess of the 
authorized percentage. If no legal consequences are to follow, the amendment 
would appear to be abortive as a matter of law. On the other hand, if certain 
legal consequences are intended to follow, what are they? 

My opinion is that, while such a clause would be within the legislative 
competence of Parliament to enact, it would require substantial re-drafting in 
order to constitute an acceptable amendment. 


Law Clerk and Parliamentary Counsel. 
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ee 


ORDER OF REFERENCE 


Extract from the Minutes of the Proceedings of the Senate, Tuesday, June 
9, 1964. 


“Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Farris, seconded by the Honourable Senator 
Beaubien (Provencher), for second reading of the Bill S-20, intituled: “An 
Act to incorporate Bank of British Columbia”. 

After debate, and— 

The question being put on the motion, it was— 

Resolved in the affirmative, on division. 


The Bill was then read the second time, on division. 


The Honourable Senator Farris moved, seconded by the Honourable Sena- 
tor Beaubien (Provencher), that the Bill be referred to the Standing Com- 
mittee on Banking and Commerce. 


The question being put on the motion, it was— 
Resolved in the affirmative.” 


JOHN F. MacNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 


WEDNESDAY November 25, 1964. 


a - Pursuant to adjournment and notice the Standing Committee on Banking 
_ and Commerce met this day at 2.00 p.m. 


: Present: The Honourable Senators: Hayden (Chairman), Aseltine, Baird, 
Beaubien (Bedford), Beaubien (Provencher), Bouffard, Brooks, Burchill, Cook, 
Crerar, Croll, Davies, Flynn, Gershaw, Gouin, Hugessen, Irvine, Isnor, Kinley, 
Lambert, Lang, Leonard, McCutcheon, McLean, Molson, O’Leary (Carleton), 
Paterson, Pouliot, Power, Reid, Roebuck, Taylor (Norfolk), Thorvaldson, 
Vaillancourt and White —(35) 


‘In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


Bill S-20, “An Act to incorporate Bank of British Columbia”, was further 


» +-considered. 


The following witness was heard: 
Mr. W. G. Burke-Robertson, Q.C., Parliamentary Agent. 


On the Motion of the Honourable Senator Hugessen that the Committee 
do now report that the Preamble to the said Bill had not been proved; the 
Honourable Senator Flynn moved that consideration of the said Motion be 

deferred to Dec. 2, 1964. 


The amending Motion was resolved in the affirmative on the following 
_ division: 
YEAS—16 NAYS—10 


At 3.15 p.m. the Committee adjourned until Wednesday next, December 
2nd at 9.30 a.m. 


Attest: 
F. A. Jackson, 
Clerk of the Committee. 


THE SENATE 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 
EVIDENCE 


OTTAWA, Wednesday, November 25, 1964. 


The Standing Committee on Banking and Commerce, to which was re- 
ferred Bill S-20, to incorporate Bank of British Columbia, met this day at 
2 p.m. to give further consideration to the bill. 

Senator Salter A. Hayden (Chairman) in the Chair. 

The CHAIRMAN: I call the meeting to order. We are continuing our hear- 
ings in respect of Bill S-20. We have now reached the stage where Mr. W. G. 
Burke-Robertson, representing the promoters of this bill, is proposing 
another draft of an amendment to be made to the bill to deal with this 
question of the limiting of the interest of the province to 10 per cent. Do you 
wish to present this now, Mr. Burke-Robertson? 


Mr. W. G. Burke-Robertson, Q.C.: Mr. Chairman, honourable senators, 
on October 14 when I last had the pleasure of appearing before you, you will 
recall that an amendment was proposed limiting the holdings of any share- 
holder to 10 per cent of the total number of authorized or paid-up shares in 
the capital stock. It was pointed out that the word “authorized” was perhaps 
not appropriate in the wording of that amendment, and on October 29 the 
Law Clerk reported by way of memorandum to this committee, at the request 
of the chairman, on the validity of that proposed amendment limiting share- 
holders to 10 per cent. The one point which remains to be dealt with and with 
respect to which I would like to offer an amendment today appears in the final 
page of this memorandum in which he says— 

A further problem appears to be raised by the fact that the amend- 
ment makes no provision as to the legal result should a shareholder 
acquire, either deliberately or inadvertently, as through a succession, 
shares in excess of the authorized percentage. If no legal consequences 
are to follow, the amendment would appear to be abortive as a matter 
of law. On the other hand, if certain legal consequences are intended 
to follow, what are they? ite 

My opinion is that, while such a clause would be within the legis- 
lative competence of Parliament to enact, it. would require substantial 
re-drafting in order to constitute an acceptable amendment. 


Well, the first proposed amendment is only about four lines long. It did 
require substantial redrafting, and the redraft, gentlemen, is now before you. 
I will just explain what the sections mean rather than read the whole thing. 
Subsection 1 is merely a formality. Subsection 2 provides that the bank shall 
refuse to allot shares or allow transfers where the allotment or transfer would 
increase the total number of shares held by a person, and that includes his 
to the extent where it would exceed 10 per cent of the 
ding shares of the stock. Then subsection 3 provides that 
n 2 does not affect the validity of the 
de that such a failure to comply with 


agent or nominee, 
issued and outstan 
default in compliance with subsection 
allotment or transfer, but it does provi 
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the act would result in the director responsible being punished on conviction 
by a fine of $5,000 or imprisonment. That is the penalty imposed by that sub- 
section. Subsection 3 goes on to say that any shares allotted or transferred in 
contravention of that section would still be valid. It would be a valid transfer. 
Subsection 5 provides, however, that no voting rights shall be acquired by any 
person acquiring shares in contravention of the act and any shares that are 
acquired will be disposed of within six months of the allotment or transfer. 

In going through this I overlooked the point that shares acquired inad- 
vertently, that is by way of gift or by way of succession may be validly trans- 
ferred on the books of the company and have no penalty attached to them | 
except that they must be disposed of by the holder six months after the time 
of allotment or transfer. 


Now the requirement that the shares be disposed of applies whether the c 
shares have been voluntarily transferred or allotted or whether they have been 
acquired by other means, by gift or by way of succession. 


There is one further subsection, subsection 6, which provides that this — 
section shall have effect notwithstanding anything in the Bank Act unless and 
until otherwise provided by Parliament. That subsection is similar to the sub- 
section that appears at the bottom of the section dealing with the prohibition | 
against foreign ownership of stock. Both those subsections shall continue in 
effect unless Parliament expressly otherwise provides. 


I would be very glad, gentlemen, to answer any questions you may have > 
with respect to the amendment. I think those submissions that were intended to ~ 


have been made with reference to the bill in other respects have already been — 
made, 


Senator CROLL: Is this satisfactory to our Law Clerk? a Y 
The CHAIRMAN: Yes. 


‘ 

Mr. BURKE-ROBERTSON: I omitted to mention that it has been produced to j 

the Law Clerk. 4 
: 
/ 


The CHAIRMAN: Senator Hugessen. 


Senator HUGESSEN: I wonder whether we are spending our time usefully in | 
considering amendments to the wording of the various sections of this bill, or in — 
paying attention to phraseology of certain parts when it seems to me that what i 
we really need to consider is the basic principle with which we are faced in 
connection with this bill. ; 

We have considered the bill for quite a long time, and I think we should © 
now be prepared to come to a decision on the basic principle which really faces _ 
us in connection with it. For that purpose I intend to propose a motion, but 
before doing so, and in order to make quite clear to honourable senators the — 
implications of the motion and the way in which it is phrased, I would like to 
remind the committee of Rule 126 of our rules. This rule provides: 3 

When the Committee on any Private Bill report to the Senate that y 
the Preamble of such Bill has not been proved to their satisfaction, they i 
must also state the grounds on which they have arrived at such decision; — 
and no Bill so reported on shall be placed on the Orders of the Day, aa of 
by special order of the Senate. 


I would emphasize the words “When the Committee on any Private Bill i 
report to the Senate that the Preamble of such Bill has not been proved to their — ; 


‘satisfaction, they must also state the grounds on which they have arrived at : 
such decision;”. 
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f tT am proposing the following motion: 


That the committee do report to the Senate with respect to Bill S-20, 
an act to incorporate the Bank of British Columbia, as follows: 
In the opinion of your committee, the preamble to this bill has not 
been proved, for the following reasons: 
At the hearings before the committee, the Premier and other Minis- 
ters of the Government of the Province of British Columbia appeared in 
_ Support of the bill and stated that, if the bill were passed, the govern- 
_ment of that province would subscribe for up to 10% of the shares to be 
issued by the bank; so far as your committee is aware, there is no prece- 
dent for the ownership by the government of a province of a substantial 
proportion of the shares of a chartered bank operating under the pro- 
visions of the Federal Bank Act; this could involve the effective control 
of a federal chartered bank by the government of a province, a situation 
which would raise important questions of public policy and of constitu- 
tional law; your committee is of the opinion that these are matters of 
general policy which should be determined by the Parliament of Canada 
in the forthcoming revision of the Bank Act, and that pending such 
determination this bill should not be proceeded with. 


Honourable senators, I have spent a considerable amount of time in the 
last few days trying to devise the wording of this motion. I think it epitomizes 


| the trouble that has faced us all the way through in consideration of this bill. 


The trouble has been that while this has been in the form of a private bill, it 


nevertheless raises very important questions of public policy and constitutional 
law, and I think this committee would be perfectly justified in saying that 
these are questions which under the circumstances, and in view of the forth- 
coming revision of the Bank Act in the next few months, we should not be 
called upon to deal with pending this revision of the Bank Act. 


Senator Thorvaldson has kindly consented to second this motion. 


Senator THoORVALDSON: Mr. Chairman, for reasons which I would like to 
outline briefly to the committee I wish to second the resolution introduced by 
Senator Hugessen. 

' I shall give the first of those reasons. Very obviously the Senate has been 
placed in a very difficult position in regard to this bill. As Senator Hugessen 
has mentioned, this is a private bill and ordinarily it would go from here to 
the Private Bills Committee of the House of Commons. Nevertheless it involves 
problems of great importance. It involves questions, as referred to in the re- 


oN solution, of public policy, and of constitutional law. 


i blic policy is whether 

As Senator Hugessen has stated, the question of pu 
it is in the public interest of this country that a province should be a aera 
holder of shares in any bank incorporated under the Bank Act in light of the 


- fact that banking is stated in the British North America Act to come under the 


wv 


ed me greatly ever sin 


Court of Canada and such action would, of course, 
in getting the proposed bank under way. 


federal jurisdiction. If we pass this bill the Senate will then have acknowledged 


that every other province has a right to become an incorporator of a bank, 


whether its shareholding is limited to 10 per cent or more. 

there is here a clear issue of constitutional law. That has ea 
ce this bill came before the Senate. I am personally o 
y have to be referred to the Supreme 
entail a great deal of delay 


Secondly, 
the view that eventually this question ma 
Then there is the further consideration that makes it undesirable, to my 


i j he Senate, namely, the forth- 
i uestions should be decided by the . : | 2 
Pe ion ct the Bank Act and the consideration by the House of Com 
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mons, in the first place, no doubt, of the report of the Royal Commission on 
Banking and Finance. : 

Consequently, it is my opinion that it is inappropriate that these problems 
should be considered at this time in a forum which cannot give a final decision 
on them, and that the more appropriate place in which these two problems 
should be decided first is the House of Commons upon the pending revision of 
the Bank Act. For these reasons, Mr. Chairman, I second this resolution. 


Senator Horner: Mr. Chairman, I cannot vote in this committee, but when 
the bill is before the chamber I can vote. The Senate has passed the other 
two bills incorporating banks, and because of that fact I am going to vote in 
favour of this bill when it is before the Senate, where I have a right to vote. 


Senator CROLL: This bill will not go before the Senate if this motion 
is carried. 


Senator HorRNER: Then that is wrong. This committee has no business pass- 
ing this motion. I can tell you this much, that you are not going to prevent 
Mr. Bennett from entering the banking business. With respect to the Laurentide 
Bank we were told how very clever some of the men behind it were. There 
is also a man in Newfoundland who seems to have made a lot of money very 
quickly. The Senate has passed two other bills setting up banks for which 
there was no need. Mr. Bennett put up a great argument. I would go along 
with Senator Hugessen’s motion if the other bills had not been passed, but 
how can you pass two other bills and not this one. You cannot do it. 


Senator Brooks: Mr. Chairman, I do not know how the other members 
of the committee feel—I personally did not know anything about this amend- 
ment until I came into the room a few minutes ago—but it does seem 
to me that it would be very unfair of this committee to carry a resolution of 
this kind at the present time when the sponsor of the bill is not present. I 
should like to ask if the sponsor knows of this amendment, and also if the 
petitioners know. 


In all fairness to the sponsor of the bill and to those who are advocating 
the passage of this bill I do not think a resolution of this kind should be passed 
until they have had a chance of appearing before us. The petitioners, when 
they were before us, could not give evidence on this preamble because at that 
time they knew nothing about it. 


I agree with my honourable friend, Senator Horner. We have already 
passed two bills which were objected to on the ground that there was no need 
for new banks. I remember some honourable senators speaking in the chamber 
who convinced me that there was no need for further banks in this country. We 
have twice as many branch banks as has the United States. 


I am sorry for not being able to attend all of the meetings of the Standing . 
Committee on Banking and Commerce, but my good friend Senator Leonard 
made an excellent speech in which he said it was not the business of this 
committee to be concerned with who the shareholders were as long as the 
bill conformed to the banking laws as we have them today. He said that so 
far as the bill he was sponsoring was concerned, and also the other bill, the 
Senate should send them to the other place. 


Honourable senators, I know we all want to be fair in this matter. I agree 
with Senator Horner that there is no need for more banks. I would not care 
if all three bills had been turned down. But, we have voted for two and it is 
my opinion that there should not be discrimination as far as the Bank of 
British Columbia is concerned. 


We are basing our objection on the fact that the provincial government 
1s to be a shareholder. It has reduced its percentage of shareholding from 25 
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to 10, more or less to suit the members of the Senate committee, and here we 
are trying to pass another motion that will have the effect of embarassing 
them and throwing their bill out. I think that to do this will be unfair to the 
people of British Columbia. I am opposed to the adoption of this motion today. 
If we are to hear further evidence, and if the sponsor is allowed to speak 
again, and everything is done in what I consider a regular way, then I will 


make no objection at all, but I do not think this resolution should carry 
today. 


Senator RoEBUCK: Mr. Chairman, may I express an Opinion very much in 
accord with what my friend who has just spoken has said. I think it would be 
very unfair and very unwise for us to pass a resolution such as this. The least 
we can do is to allow it to go before the Senate, and let everyone vote on it, 
rather than decide a question of this kind ourselves. 


Senator Hugessen has said that there is no precedent for a charter of this 
kind. Let me say, gentlemen, that there is no precedent—absolutely none—for 
refusing a charter on the grounds stated by Senator Hugessen. Furthermore, 
the grounds upon which he bases his position—that is to say, that someone may 
buy the stock later on—is not within the constitutional jurisdiction of this 
Parliament. That is a matter of civil rights to be decided by the Legislature of 
the Province of British Columbia. The right to say who shall buy and who shall 
sell shares of a bank, or any other company, is not within our jurisdiction, and 
it should not be within our jurisdiction, and we should not assume that jurisdic- 
tion in the present instance. 


Senator Hugessen has said that the policy has never yet been decided in 
matters of this kind. I take issue with him on that statement. We have a Bank 
Act that has been considered every ten years for the last several generations, 
and on every one of the revisions we have known that there were provinces in 
Canada—nine of them most of the time, and now ten—in which anyone had the 
legal right to buy bank shares, including provincial governments, We did not 
legislate upon that question. If we legislated at all, it was negative legislation. 
We left the provinces with that power in their hands, over and over again. How 
can you say that we have never decided a policy as to whether a provincial 
government shall buy banking shares, when we have continually allowed them 
that privilege or that right? 

Perhaps it is beyond our power to refuse it but we have allowed them that 
right in the revisions of the Bank Act when we did not prohibit them from 
doing so. . 

The question of a general policy of this kind is something for the entire 
Parliament of Canada: it is not the function of this committee, on considering 
an application for incorporation, to decide broad questions of policy ae i is 
proposed in this resolution. This is something that has never been done Ps on 
We have never refused incorporation on such grounds. The sponsors of this a 
have satisfied all the legal requirements—and rT think our legal advisor ey to 
us so—all the legal requirements now in existence which would justify an 
application for the granting of a charter. se 

cide this question is of course when we revise the Ban. 
Act eat net ae will ee year from now, when one considers ers us 
going on in the other place. But for us to run In ahead of the abate ore 
Bank Act and make new decisions of policy, such as, have ete m eer 
made is certainly not our function ee eee a hire oe eh 
, i ion is made to us, 1s to nies ae : pete 
uae cttens not criminals, that the application i: m Beet 
to the report of our solicitor, and that sort of eet, a tg agen ea 
that the citizens making the application have the right to ha p ; 
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and we should not bring in general policies of this kind that should be Reided 


when we are revising an act that applies generally rather than when we are. 


granting a charter to certain individuals. 

I have said this and I repeat it, that the question of buying. and selling 
shares is not within the jurisdiction of this Parliament. It is Civil Rights; it 
is Property and Civil Rights and the people who are to decide that is the 
government of the province, in this case of the Province of British Columbia 
and their responsibility is not to us, it is to the people of the Province of 
British Columbia. 

When this matter came before us first, when I made my first tentative 
decision in connection with it, my decision was to vote in favour of this ap- 
plication. My reason for it was, not the detailed reasons that are now 
advanced but the broad general reason that, if we here in the central part of 
Canada throw road blocks in the way of progress in the outskirts, I know no 
way of busting up Canada more effectively than that. That would be a very 
much more potent argument why British Columbia should secede than any 
other argument that I can imagine. If we here stop them doing the business 
that they wish to do, in the way that they desire to do it, which is legal 
according to the laws of Canada, I can fancy nothing which could be used by 
separatists there more effectively to make them decide to separate from 
Canada and perhaps join the United States. North and south is their natural 
trading direction. Nothing could be more effective than that. 

I think it would be a very bad move on our part to insert ourselves in 
this way and to say that the Province of British Columbia shall not invest 
in a bank, that being its right according to law. I think we would make a 
very serious mistake indeed were we to pass this resolution. 


The CHAIRMAN: Honourable senators, before anybody else speaks, in 
view of what Senator Roebuck has said, I want to point out that the motion 
which has been made is completely in order. It is provided for in the 
rules, it was moved on another occasion when Senator Roebuck was on the 
other side of the question, a couple of years ago, in the ‘‘Coyne” case. 


Senator CROLL: I do not think— 


The CHAIRMAN: Yes, the motion that the preamble be not approved. 
We gave the reasons, and that was the report that went back to the house. 


Senator CROLL: The report that went back to the house was then adopted 
in the house. 


The CHAIRMAN: This one will be. 

senator CROLL: No, it will not. 

The CHAIRMAN: It certainly will. 

Senator CROLL: No, unless a certain order of the Senate is made. There 


has to be special order of the Senate for it to be debated. If it is to go to the 


Senate to be debated, I am quite prepared to go along with it. 
The CHAIRMAN: The report has to be debated. 


Senator CroLL: Not unless by special order of the Senate. I am just reading 
the rule. If the majority here decide to vote against it, then they can very well 


vote against it in the Senate, decide not to hear it and then we do not get a 
chance at all. 


The CHAIRMAN: Would my friend read Rule 34? 
Senator CROLL: I am reading Rule 126. 
The CHAIRMAN: You should read Rule 34 as well. 


Senator CROLL: There is no reference to Rule 34. I do not know these rules , 


as well as some people may know them. Rule 34 says: 
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| s A senator may speak to any question before the Senate; or upon a 

ees motion, or an amendment to be proposed by himself; or upon a question 
ipa) order arising out of the debate; but not otherwise, without the consent 

of a majority of the Senate, which shall be determined without debate. 


Th: does not help us. The sidenote of Rule 34 is “Limit in debate”. We do a 
things in the Senate by way of debate that are not strictly according to 


i _.. The CHAIRMAN: If my friend wants to interpret the rules that is his con- 
cern, but I am pointing out the rule. 


is When the Committee on any Private Bill report to the Senate that 
the Preamble of such Bill has not been proved to their satisfaction, they 
_ ~~ must also state the grounds on which they have arrived at such decision; 
' and no Bill so reported on shall be placed on the Orders of the Day, 
unless by special order of the Senate. 
a i - -‘The CHarrman: The report has to get there. 
4 Senator Cron: “No bill so reported on...” 
_ Senator Rorsuck: Excuse me, I did not attack that feature at all; but I 
must go out. 
oan ay ‘Senator McCutTcHEoNn: The report must be debated. If the majority of the 
Senate do not like the report, they will turn it down. 
a CRS. ‘ The CHAIRMAN: They will send it back to the committee for reconsideration. 
— Senator CROLL: The rule says “No bill so reported on” that is when the 
_ Yeport come in, ‘‘—shall be placed on the Orders of the Day, unless by special 
¥ _ order of the Senate.” All we have is the bill. 

_ The CHAIRMAN: No, you have the report, first, of the committee. 
Senator Cron: On the bill. 
The CHAIRMAN: The report is the thing to be considered. 
Senator CROLL: You differentiate between them? 
The CHarrman: Of course, there is all the difference in the world. 
‘Senator CROLL: Then you say the matter will be debated, without question? 
The CHaIRMAN: There is no question about it. 

ap) senator McCutTcHEON: We sent back a report of the committee on the 
- Companies Act, as I recall it. There was a debate on the bill in the house. 
Senator Crotu: That was by agreement. 
Senator McCutTcHEON: Not by agreement at all. 
e Senator CROLL: There was no one opposing it. 
_-—s- The CHarrMan: It would have been adopted, then. 
ane Senator Lampert: It is quite clear that the proceeding in this matter has — 
a been adopted in other cases. Our decision here is not the final decision. It is 
the decision in the Senate as a whole that counts. There have been occasions in 
- the past when the Senate has reversed a decision of this committee. 
- —-I would like to point out that I believe Senator Roebuck was not present 
here at the last meeting of this committee when Attorney General Bonner 
A ‘on in the proposed legislation, with a very 
_ appeared’ and presented a modification in propos £ ob ger Dh eee 
_ enlightening, clear and lucid anne oe a point 0 , : 
. " SE een i cee fea ae for cee respected colleague Senator 
‘Finally, in that session it re iciniy about the polities) ¢mpligelion tm 


hb. .Crera k him quite frankly and pou imp. 
ie tca ia the Piscine of British Columbia itself. In my thinking, I came 
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to the conclusion that he revealed the real reason why this committee should 
not approve this bill at this time. It was based entirely on the idea that the 
committee should not only report, but give consideration to the statement 
already made not only in this committee but in other places in Parliament, 
that possibilities of persuasive influence associated with this bill in the Province 
of British Columbia existed; that the Government of British Columbia might 
take advantage of the establishment of this proposed bank in British Columbia 
by influencing, directly and indirectly, possible customers of the bank and those 
who were promoting important businesses and industries in that province. 
That was the first time that that aspect of the thing had been fully placed 
on the table here. 

In response to that question which Senator Crerar raised, Attorney General 
Bonner satisfied himself, I think, by repudiating any suggestion that he per- 
sonally would be party to any sort of pressure which might be brought to bear 
on the affairs of the Bank of British Columbia. However, he did not in any way, 
in my opinion, clarify that situation to the satisfaction of those who are here 
and charged with the responsibility of considering the interests of the Province 
of British Columbia as well as the interests of the rest of Canada. For that 
reason, I have come definitely to the conclusion that the Senate as a whole is 
not competent to pass final judgment on this bill by way of approving it, 
because it raises the question of approval by the whole of Parliament, and of 
the policy of the Government of Canada in relation to the broad field of an 
early revision of the Bank Act, involving the whole federal system of banking 
in its constitutional aspects. Therefore, I think it would be very inadvisable for 
this committee, as well as the Senate as a whole, to approve the bill as finally 
amended, that is, by giving approval to something which should require a 
declaration of policy by the Parliament of Canada as a whole, based on the 
initiative of the Government of Canada. 

For that reason, honourable senators, I favour the resolution which has 
just been suggested by Senator Hugessen, supported by Senator Thorvaldson. 

Senator Horner: If I may be excused, your argument would get us to the 
place— 

The CHAIRMAN: Senator Horner, one of our rules, which has always 
existed here, is that two senators shall not engage in argument. You can speak 
to all the senators, but you cannot engage in argument with one particular 
senator. 


Senator HorRNER: Of course, my remarks will be addressed to all senators 
present. The argument to prevent people from buying stock in the banks would 
open up a field whereby every individual senator who held shares or director- 
ships in companies would be personally interested. I see no weight in that 
argument at all. 


The CHAIRMAN: Senator Croll, before this escapes my mind, I sent for | 
the record of the hearing of what we call the “Coyne bill’. I see at one stage 
in the proceedings you made the motion that “the committee recommend that 
this bill should not be further proceeded with, and that the committee finds 
Se the Governor of the Bank of Canada did not misconduct himself in 
office’. 


Senator CROLL: Is that right? 
The CHAIRMAN: Yes. 


Senator CROLL: See how quickly memory fades! In the circumstances, 
you must admit it was a wise thing to do at that time. However, let me say 
frankly that I had forgotten about it. I don’t know why we did it, but it seemed 
the right thing to do. Then it went to the house. I had forgotten that. 


The CHAIRMAN: And it was debated in the house. 
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Senator CROLL: Oh, yes. The motion made by Senator Hugessen deals with 
the question of public policy and constitutional law. My friend Senator Lambert 
in the course of his speech says that we are not capable of dealing with it— 

Senator LAMBERT: I used the word “competent.” 


Senator Crouu: Of course, I do not agree with that. As I understand it, 
Senator Farris said much the same thing some time ago in the course of 
discussion. 

The CHAIRMAN: That is right. 


Senator CROLL: And there was hell to pay for a little while from the other 
senators; at least, there was serious objection. It is my view that whenever we 
are satisfied that any bank bill before us is in proper form and is in conformity 
with the Bank Act and that the application is financially sound, we ought not 
to vote it out for reasons extraneous to the bill. 

The CHAIRMAN: If you read the debate which took place in the Senate, 
quite a number of senators suggested it was in conflict with the provisions of 
the present Bank Act. 


Senator CROLL: There was never any serious challenge here in committee 
when people competent in that line were present, or we would have had an 
opinion from our Law Clerk saying this is unconstitutional. No such opinion 
was given, and no such suggestion was made. We have passed the bills to 
incorporate the Bank of Western Canada and also passed the Laurentide bill. 
In my opinion we ought to pass this bill now. 


Senator McCutTcHEon: We should not have passed one of those bills you 
mentioned, senator. Do not make two mistakes. 


Senator CROLL: You do not reflect upon the judgment of the Senate. 


Senator McCutTcHEon: I can reflect upon the judgment of the Senate at 
any time. 

Senator CROLL: You can do so, but it may not make sense. In so far as par- 
ticipation of banks is concerned, that is a matter of general policy which is to 
be enacted. It is all in the Bank Act. If there is a general law restricting invest- 
ment in banks, the proper place to provide for it is in the Bank Act, and the 
matter of degree of provincial or foreign investment is one of general financial 
policy, which I am sure we will be called upon to deal with in due course. As a 
matter of fact, I raised this question on almost the first day of the debate. In 
theory there is nothing to prevent the Government of British Columbia, under 
its existing provincial legislation, from acquiring up to 25 per cent of the stock 
of the Laurentide Bank, or any other bank, with its head office in British 
Columbia. There is nothing to prevent it from doing so at the present time, and 
in fact it could do so tomorrow. pues we cannot be standing on the 

principle in regard to this bill. ite 

ean ae pce hand, I think we should not impose an embargo, for British 
Columbia came to us in candour and forthrightness. There is nothing in the 
law, I repeat, which would have prevented the incorporation of the Bank of 
British Columbia and the Government of the Province of British Columbia 
thereafter acquiring shares under provincial legislation. The Government of 
British Columbia should be congratulated for its forthrightness in coming today 
and placing its problem before us. The fact that we pass the bill does ae ous 
them a charter of incorporation. There are further steps to take. I do not i 3 
we should leave ourselves in the position where we are accused of eee 
progress and holding up the development of any single part of ne a rs 
We expect great things in British Columbia. I do not think yet sacn put one 
selves in the position where the Senate can be accused standing alone in 


path of further progress. 
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We ought to send the bill to the Commons in the same way as. we rane 
other bills; and I see no legal or procedural reason, and no departmental: a 
reason, why we should hold up the bill. iit 

The CHAIRMAN: Are you ready for the question? 4 

Senator O’LEARY (Carleton): May I say two words, Mr. Chairman. I think ~ 
I should say that first of all I opposed this bill and would have voted against it — a 
had it come to the Senate. I am paired with Senator Farris on what he called 
‘“‘all material facts” affecting this bill. However, I am completely in favour of the — 
amendment as proposed here this afternoon by Senator Hugessen. ny 

I dislike disagreeing with my distinguished leader, and some others of ~ 
my distinguished colleagues, but I think they put this question on the wrong ~ 
ground. Senator Brooks said we passed the other two bills and why should we ~ 
not pass this one. The answer to that, surely, is that this proposed bill is in an — 
entirely different category. In my view—and I say this not as a constitutional — 
lawyer, but as an ordinary layman—this bill proposes to introduce into our ~ 
banking system a new and revolutionary concept, a new and revolutionary — 
principle. You cannot say to me, as some senator mentioned a moment ago, — 
that this committee should not be prepared to say what it thinks about this i 
bill lest some province of Canada should think of seceding. If we in this © 
Senate or in this committee are going to consider legislation brought before — 
us in the light of the dangers it presents of secession by some of the provinces, eh" 
then we may as well close shop. This is a good bill or a bad bill for Canada, ~ 
according to our respective judgments. I believe it is a bad bill and soI am © 
in favour, as Senator Hugessen proposes, of sending it or letting it go to the © 
committee of Parliament which is to revise the Bank Act. Ae 

If in the changing world the people who are revising the Bank Act — 
consider that changed economic, political and other conditions in Canada a 
warrant a bank of this kind, well and good, and they can take the necessary — 
precautions in the revised Bank Act. | a 

Somebody mentioned delay. Does any senator here today seriously hold — 
the opinion that Canada is going to the dogs simply because there will be a ~ 
six-, eight- or 10-month delay in the application of this bank? Surely, — 
honourable senators, this is nonsense. I have talked to people from all over this — 
country about this bill and they said they have no objection to it except that — 
they dislike the principle or the concept of the government of a province ~ 
holding shares in a bank which they can use to influence that bank. iw 

For that reason I am against this bill in every respect, and I shall vote ~ 
in favour of the amendment proposed by Senator Hugessen. “4 

Senator FLYNN: Mr. Chairman, I am in agreement with the motion but — 
at the same time I am in agreement with my leader on the substance of this — 
submission. 2 

The CHAIRMAN: That is a nice tightrope. 


senator FLYNN: I do not think so. There is one obvious thing I would a 
point out. The evidence presented to this committee was to the effect that the” 4 
Government of the Province of British Columbia will subscribe for up to 104 4 


subscription of the aa was not necessary it would ar made just ne a 
same, and he said yes. Therefore I suggest that it is not proven that this bank 
needs the support of the Province of British Columbia, and I cannot sub-_ 
scribe to the argument of my esteemed colleague Senator Roebuck that we > 
would be against British Columbia if we failed to pass this. If this bill had been a 
in the form or had been presented in the same manner as the other two we — 
have passed, I would support it. There is certainly a very dangerous prin- | 
ciple involved in the subscription of shares of a chartered bank by the govern- © 


ment of a province. By passing this bill we would be approving this principle. — 
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In my view it is no more dangerous to say we are in favour of a province 
subscribing shares of a chartered bank than to say we are not prepared to 
approve this, as the motion suggests. 

It is right, I think, to Say that there is no precedent for the ownership 
by the government of a province of a substantial proportion of the shares of 
a chartered bank. In my view it is much more dangerous to pass this bill 
than to refuse to say what must be said and to approve this principle at this 
time. I think it is wise to wait until the Bank Act has been revised. I would be 
prepared to vote for this bill if there was a provision or an amendment in it 
to the effect that no shares of the bank would be subscribed by the Province of 
British Columbia until the Bank Act is revised. If the Bank Act is revised in 
such a way that the province may subscribe, well, then, very well. Otherwise 
I think this motion is sound in principle. However, I must say that I would 
like the sponsor of the bill to be present. I would like also to hear representa- 
tion by the proposers of the bill if they have something to say in connection 
with the principle involved in the motion. 

Therefore, my suggestion is that we adjourn consideration of this bill 
and the motion of Senator Hugessen to the next sitting in order that Senator 
Farris and any others who want to submit their views on this motion will 
have an opportunity to do so. 


Senator PouLiot: Mr. Chairman, in the first place I was inclined to share 
the views expressed by Senator Croll, Senator Roebuck, Senator Brooks and 
Senator Horner. I find it rather difficult to understand Senator Flynn’s point of 
view, but now I must tell you, Mr. Chairman, that I have been convinced by 
Senator O’Leary (Carleton) that this motion should be passed. Therefore, 
I have no hesitation in supporting and voting for it. 


Senator BURCHILL: Mr. Chairman, I am one hundred per cent in favour of 
Senator Hugessen’s motion, but I am wondering whether, in view of the 
remarks of Senator Brooks, it might be the better part of wisdom to allow 
the sponsor and any other interested parties to come before the committee 
before we finally put the question on the motion now before us. I agree with 
the suggestion of Senator Flynn, that we adjourn for a week. That appears 
to me to be rather sound. 


Senator CRERAR: And it must be for only one week. After listening to 
Senator Roebuck a doubt arose in my mind concerning the powers of the 
federal Government. I am not a lawyer—not even a bush lawyer—but when 
our Constitution gave exclusive jurisdiction on banking to the federal authority, 
did that give the federal authority the power, for example, to say who could 
buy and who could not buy shares in a bank? 

Senator McCuTCHEON: Yes, certainly. 

Senator CRERAR: Senator Hugessen says ‘‘No”. If that is the case then what 
power has the federal Government to limit any shareholder to 10 per cent of 
the stock. That is a matter, surely, of property and civil rights. Have we 
power to say in any bank charter that no individual can hold more than 10 per 
cent of the stock? Are we not there treading on property and civil rights. 
If we are, this provision will be of no value in the end. 

It does seem to me—and this is only the suggestion of one who is not 
even a bush lawyer—that there may be here a question of jurisdiction that 
should be cleared up. There is no doubt that the provinces have jurisdiction over 
property and civil rights, but was it the intention when exclusive power over 
banking was given to the federal Government that they should control tien 
all of its aspects? If that is so—and a doubt certainly exists in my mind about 
it—then there should be a question settled first in the courts as to the extent 


of the jurisdiction of Ottawa. 
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Senator McLean: Mr. Chairman, I read the British North ‘America Act 


very carefully the other evening. Although I am not a lawyer I should like to 


say that I am of the opinion that commercial banking is completely in the hands ~ 


of the federal Government, and that there seems to be no precedent for any 
province holding a substantial shareholding in any chartered bank. Both the 
Bank Act and the British North America Act are up for revision very shortly, 
and I do not think it is good policy for us in this house to start a precedent in 
deciding that provinces—not only British Columbia—can go into commercial 
panking. That is a different kind of banking from the operation of savings 
banks, in which business I spent a good many years. 

I am not against British Columbia having a bank. I know that bills have 
passed this house concerning banks but there was nothing said in those bills 
about a province taking a large share of the stock. If the province wants to 


hold stock in a bank, then probably it will have more than any director. We 


are starting a precedent which I think should be started in the other place. 
Revisions of the Bank Act and of the British North America Act are not very 
far ahead. That is where I stand. 

The CHairMAN: Are you ready for the question? 

Senator Hucressen: I want to say, in relation to what Senator Brooks said, 
that I have no desire to push this, in case anyone thinks that unfair to the 
sponsor of the bill. But I should point out what Senator Farris said the last 


time he was here—I was not here—that he did not intend to come back for 
the balance of this session. 


The CHAIRMAN: That is right. Honourable senators, are you ready for the 


question? 


Senator IsNnor: Before the question is put—I know it is late, but others 
have spoken. 


The CHAIRMAN: Senator, you are on your feet, you have the floor and you 
are entitled to speak, so go ahead. | 


Senator ISNoR: I am inclined to say that we should defer action on this for 
one week, as suggested by Senator Brooks. I would like to read the evidence. 
We have listened to the pro and con on this question, and I think you generally 
know my position in matters of this kind. I want to do what is right and I want 
to do what is right for the reputation of the Senate. I feel we are justified in 
seeking an opportunity to read the evidence before we make a final decision in 
regard to this amendment. 


Senator PATTERSON: Honourable senators, I am opposed to this bill and I 
will vote for Senator Hugessen’s resolution. First of all, the reason that I am 
opposed to this bill is that Premier Bennett has never had much regard for 
vested interests in his treatment of British Columbia Electric shareholders 
and he has not earned the right to this legislation. Secondly, if it is granted 
to this province as a charter, there is no reason why Premier Manning of 


Alberta or Premier Lesage of Quebec or Premier Joey Smallwood should not ~ 


come in and get the same thing. If you have 10 provinces all plucking the 
‘business—and they will pluck the business, as they handle the natural 
resources—you will have pandemonium. This is a very dangerous bill and I 
do not think the Senate has a right to pass it at present. 


The CHarRMAN: Are you ready for the question? 

Hon. SENATORS: Yes. 

The CHaIRMAN: Those supporting Senator Hugessen’s motion— 

Senator CroLL: A recorded vote, please. 

Senator FLyNN: Honourable senators, I suggest that in all fairness the 


motion should be to adjourn consideration of the bill, and I so move. Many © , 
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_ should be put in that way. 
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‘have expressed the idea that it should be deferred, and I think the question 


‘The Cuarrman: Senator Flynn, having regard to our rules, I cannot accept 
- a motion to adjourn, not in that langauge. 
Senator Fiynw: I am willing to move it in the way you suggest. 


The Cuarirman: If you suggested, as an amendment to Senator Hugessen’s 
motion, that we adjourn to a specific date, I could accept that motion. I cannot 
under the rules accept your present motion. 

Senator CROLL: It has been made by Senator Flynn. He has just made it. 
The CHAIRMAN: Tell me what the date is. 

Senator FLYNN: The Senate is coming back on Tuesday. Our adjournment 
could be two weeks, but I think one week would be sufficient. 

The CHAIRMAN: Next Wednesday morning at 9.30? 

Senator FLYNN: Yes. 

The CHarRMAN: There is an amendment. Honourable senators, are you 


ready to vote on that amendment by a show of hands first? Those supporting 
the amendment please raise their hands. 


Hon. Mr. Beausien (Bedford): What are we voting on? 
The CHairMAN: To adjourn consideration of Senator Hugessen’s motion 


for one week, to Wednesday, December 2, at 9.30 a.m. Those in favour? 


Opposed? I declare the motion to adjourn is carried by a vote of 16 to 10. We 
shall meet again Wednesday morning next at 9.30. 


The committee adjourned. 
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ORDER OF REFERENCE 


Extract from the Minutes of the Proceedings of the Senate, Tuesday, June 
9, 1964. 


“Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Farris, seconded by the Honourable Senator 
Beaubien (Provencher), for second reading of the Bill S-20, intituled: “An 
Act to incorporate Bank of British Columbia”, 

After debate, and— 

The question being put on the motion, it was— 

Resolved in the affirmative, on division. 


The Bill was then read the second time, on division. 


The Honourable Senator Farris moved, seconded by the Honourable Sena- 
tor Beaubien (Provencher), that the Bill be referred to the Standing Com- 
mittee on Banking and Commerce. 


The question being put on the motion, it was— 
Resolved in the affirmative.” 


JOHN F. MacNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, December 2nd, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 9.30 a.m. 


Present: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 
Beaubien (Bedford), Blois, Bouffard, Brooks, Burchill, Crerar, Croll, Davies, 
Fergusson, Flynn, Gershaw, Hugessen, Irvine, Isnor, Kinley, Lambert, Lang, 
Leonard, McCutcheon, Molson, O’Leary (Carleton), Paterson, Pearson, Pouliot, 
Roebuck, Smith (Kamloops), Taylor (Norfolk), White, Willis and Woodrow—33. 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


Bill S-20, “An Act to incorporate Bank of British Columbia’, was further 
considered. 


The following witness was heard: 
Mr. W. G. Burke-Robertson, Q.C., Parliamentary Agent. 


On Motion of the Honourable Senator Croll it was RESOLVED to defer con- 
sideration of the Motion of the Honourable Senator Hugessen; (see Proceedings 
of Nov. 25, 1964) until Monday, December 14th, when the Senate rises that day. 


At 10.05 a.m. the Committee adjourned until Monday December 14th, when 
the Senate rises. . 


Attest: 


F, A. Jackson, 
Clerk of the Committee. 


ERRATUM: 


Re: Proceedings of Nov. 25, 1964. Page 176: Line 39 should read as Wale 
lows: “have twice as many branch banks per capita as has the United States. 
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, THE SENATE 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 
EVIDENCE 


OTTAWA, Wednesday, December 2, 1964. 


The Standing Committee on Banking and Commerce, to which was referred 
Bill S-20, to incorporate Bank of British Columbia, met this day at 9.30 a.m. 


Senator SALTER A. HayDENn (Chairman), in the Chair. 


The CHAIRMAN: I call the meeting to order. Honourable senators, the 
consideration of this bill, S-20, was adjourned last week until today. That 
information was gathered at the time by Mr. Burke-Robertson, who was here 
on behalf of the promoters of the bill, and I think he has a statement to make 
this morning. Mr. Burke Robertson. 


Mr. W. G. Burke-Robertson, Q.C., Ottawa: Mr. Chairman, honourable 
senators, I have spoken to Senator Farris since the committee last met, and 
have found that he is unable to be present here today by reason of the fact 
that this evening the Bar of the Province of British Columbia is tendering 
a dinner in his honour, either to celebrate his sixtieth anniversay at the Bar 
or the commencement of the sixtieth year—I am not sure which. That dinner 
takes place this evening. 

The CHAIRMAN: And tomorrow is his birthday. 

Mr. BURKE-ROBERTSON: The chaiman informs me that tomorrow is Senator 
_ Farris’ birthday, so I suppose this anniversary marks either the beginning or 
the end of his sixtieth year at the Bar. In addition to which, gentlemen, the 
Premier of British Columbia has advised me that he personally wishes to 
attend before the committee to make representations directed to the grounds 
upon which Senator Hugessen’s motion is based. It is not the premier’s intention 
to come before you to reiterate what he already said on July 22, but to make 
representations which will be confined to the motion which Senator Hugessen 
has made. The premier will be here on other matters on Monday, December 7, 
so the request that I make to the committee this morning is to defer consider- 
ation of Senator Hugessen’s motion until next Monday, the 7th. 

The CHAIRMAN: While you are still on your feet I might as well tell 
you we will not be sitting on the 7th. 

Mr. BuRKE-ROBERTSON: The Senate or the committee? 


The CHAIRMAN: Both. 
Mr. BuRKE-ROBERTSON: Oh! 


Senator Poutiot: Mr. Chairman, could I be allowed an observation? 


Then I would like to ask a question. My observation to you, Mr. Burke- 


Robertson, is that you have done exceptionally well as solicitor for the bank, 


and Mr. Bennett should be satisfied with you and Senator Farris should not 


have anything to worry about when you are here. 

Now, in this matter the evidence is quite complete and I wonder what 
new argument you could bring to elucidate the matter any more than it 
has been elucidated from the start. The evidence or testimony given by 
Mr. Bennett and by Mr. Bonner was very complete, and what you had to 
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say was listened to very carefully by my colleagues and myself. Personally, 
I have done more than that. To be honest with myself I have read the entire 
evidence from start to finish and I find it complete except that there is one 
question remaining that I want to ask you, if you don’t mind. 

Mr. Burke-Robertson, as a lawyer of experience, do you think that owner- 
ship and management are one and the same thing? 7 

Mr. BURKE-ROBERTSON: My answer to that is no, I do not. 

Senator PouLioT: You do not believe it is the same thing. 

Mr. BURKE-ROBERTSON: Not necessarily. 

Senator PouLioT: Thank you. This is an honest answer, and the answer 
I expected from you. You know the bank can possess anything, and on that I 
agree with those who have spoken. A bank can possess bank shares and can 
take possession of a shoe factory—as has happened in Saskatchewan— 
although it may seem rather strange. However, the power of ownership of 
a province is limited; I think you’ll agree with me on that, will you? 

Mr. BURKE-ROBERTSON: In this case it was certainly considered by the 
Government of British Columbia that special authorization was required in 
order to enable the Government of British Columbia to own stock in a 
chartered bank and that is why the Revenue Act was amended to permit that. 

Senator PouLioT: Yes, and the province—any province—has the right to 
own bank shares just as well as anybody else. You agree to that? 

Mr. BURKE-ROBERTSON: I am not prepared to agree to that. In this case 
the Government of British Columbia thought it necessary to amend its Revenue 
Act to authorize the investment of moneys in the Consolidated Revenue Fund 
in a chartered bank. 

Senator CRoLL: In British Columbia. 

Mr. BURKE-ROBERTSON: Yes. 

Senator CROLL: Don’t forget that. 


Senator PouLIoT: You have gone further than I asked you. I had not 
asked you. I had not asked anything other than this; do you not agree that 
the province has the right to own bank shares? 


Mr. BURKE-ROBERTSON: Yes, I do. 


Senator PouLioT: You do. Now, you said a moment ago that manage- 
ment and ownership are not the same thing. 


Senator McCutcHeon: “Not necessarily,” he said. 


Senator Pou.tiot: Not necessary—that is right. They are not necessarily 
the same thing. I asked that question of Mr. Bennett and he answered very 
well. I wonder if you were here at the time. You may not remember that 
question because it was a routine question. I ask him: “Mr. Bennett, are you 
in favour of Confederation?” or something similar to that. I don’t know that 
it was exactly in that form, but you will find it in the report of the meetings. 
At any event my question was directed to find out if he were in favour of 


separatism and he said he objected to separatism and that he believed in 
Confederation. You remember that? 


Mr. BuRKE-ROBERTSON: Very well indeed. 


Senator POouLIotT: Well, Confederation is the B.N.A. Act at the present 
time. And the Government of Canada and the Parliament of Canada and 


the provincial legislatures are respectively governed by the B.N.A. Act. Is 
that not right? 


Mr. BURKE-ROBERTSON: Yes. 


Senator PouLIoT: You are familiar with the B.N.A. Act? 
Mr. BuRKE-ROBERTSON: Yes, reasonably so. 
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Senator POULIOT: All experienced lawyers are. Did you notice in the 
B.N.A. Act the exclusivity of power of the Parliament of Canada on the one 
hand and of the provinces on the other? What is the meaning of the word 
“exclusive”? It means that if you can do something exclusively, I cannot do it; 
and if I can do something exclusively you cannot do it. That is my under- 
standing of the words “exclusive” and “exclusively”, 

Mr. BURKE-ROBERTSON: I think that is what is intended, yes. 

senator Pouliot: You agree. 

Mr. BURKE-ROBERTSON: Yes, I do. 


Senator PouLiot: And the B.N.A. Act says banking belongs to the Parlia- 
ment of Canada exclusively. It is in section 91 of the B.N.A. Act. How can we, 
as members of Parliament, who have followed the example and who have 
read the Constitution, allow such legislation as this whereby the province 
becomes a banker in spite of and against the Constitution of this country? 
This I cannot understand. Can you explain it to me, please? 


Mr. BuRKE-ROBERTSON: I think a great deal has been said on and around 
this subject throughout our various attendances and the various meetings of 
this committee, but the reason the petitioners have come to Parliament is for 
the passage of a bill incorporating a bank, recognizing that the federal Govern- 
ment has exclusive jurisdiction in that regard. The bill is before the house 
now and it does not make any reference to the participation by the Govern- 
ment of British Columbia in the shareholding in the bank. But it was common 
knowledge; it was in the press and it was so well understood long before it 
came before this committee that it was the intention of the Government of 
British Columbia to invest in shares that that has been really the main subject 
of discussion before the committee. This was not because it was in the bill, 
but because it was known to be the intention of the Government of British 
Columbia. It was known that it was the Government’s intention to own 
shares in the bank, limited to something up to 10 per cent, as the Premier said. 

The ownership of shares of stock, I submit, is a matter of property and 
civil rights, a subject matter coming within the section of the B.N.A. Act which 
delineates the powers of the provincial governments. I submit there is no con- 
flict there. In any event if there is in the opinion of Parliament anything im- 
proper or illegal or irregular in connection with the participation of or the 
ownership of stock by a provincial government, then it lies within the power 
of Parliament to amend the Bank Act to prevent any ownership of shares by 
the province or by any province. | 

Senator PouLroT: But, Mr. Burke-Robertson, Tr find that the question of 
Property and civil rights relates to ownership which is not discussed. ane 
can discuss it. I agree with you on the ownership, but the question is not o 
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When Premier Bennett comes here he does not come as Mr. Bennett of 
Victoria but as the Premier of British Columbia. Mr. Bonner did not come 
here as a private individual, as Mr. Bonner of Victoria; he came here as | 
Mr. Bonner, Attorney General of the Province of British Columbia, which is _ 
entirely different. 

I hope the members of the committee realize what is my point of view. 
I have the best possible disposition towards the members of the cabinet of the 
Province of British Columbia. I wanted to make my position clear about it, 
and I thank you for the information you have given and I will meditate again 
upon it. ‘ 

The CHAIRMAN: Senators, we have before us a request for a further 
adjournment. I think the first item we should consider is whether we are 


going to grant that request. I should point out that the earliest possible date — 


on which the Senate would meet when it adjourns this week is December 14. 


Senator CroLL: Mr. Chairman, I move that the matter be adjourned until 
some time on December 14—perhaps in the evening—for the purpose of hear- 
ing Mr. Bennett and Mr. Bonner. We shall probably be here for two days 
after that date. 


Senator ASELTINE: Is that a Monday? 
Senator CROLL: Yes, it is a Monday. 
Senator ASELTINE: I thought the 16th would be a better day. 


The CHaIRMAN: No, the adjournment is going to be until December 14 
in the evening. If this hearing is going to be adjourned I would think we 
should resume the hearing on the very day we return so that we shall not 
run out of time. We have a motion to adjourn before us. Do any honourable 
senators wish to speak on it? 

Senator HuGESSEN: There is one thing I wish to say about the motion 
to adjourn. It arises out of something Mr. Burke-Robertson said at the 
beginning. He said that Premier. Bennett and the attorney general wished to 
appear again before this committee, not to give further evidence but to discuss 
the resolution that is before the committee. We have to think about that. 
Normally we do not have witnesses appearing before the committee to discuss a 
resolution that is being considered by the committee. Surely, that is a matter 
that should be left entirely to the members of the committee themselves. 
I would not want any witness to come here and tell us about a resolution. 

Mr. BuRKE-ROBERTSON: May I interpose a remark, Mr. Chairman and 
gentlemen? I do not think the word I used there was “discuss”. I believe 
I said it was the desire of the premier to appear before the committee to 
make further representations directed to the subject matter of the motion 
which you made, sir. 

Senator HuGESSEN: Is not that the same thing? 

Senator CROLL: Not quite. 


Mr. BURKE-ROBERTSON: I would not have thought so myself. I should 


add that the attorney general would also wish to be here, and one or more a 


of the petitioners. I thought that was within the ambit of Senator Flynn’s 
motion. He stated at page 183 of the transcript of the last meeting: 
Therefore, my suggestion is that we adjourn consideration of this — 
bill and the motion of Senator Hugessen to the next sitting in order 
that Senator Farris and any others who want to submit their views 
on this motion will have an opportunity to do so. 


And then after further discussion, during which the chairman. pointed out 


that a motion in that language was not admissible and that a fixed date had 


to be set, it was determined that the meeting would take place today. 
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oe Senator HUGESSEN: I just wanted to put before the committee this rather 
important question as to how far we should allow witnesses to go in talking 
about motions that are really only the subject matter of discussion between 
ourselves. 

The CHAIRMAN: Might I suggest this, that when witnesses appear before 
this committee—say, at the next meeting or at any time they do appear—we 
do not settle in advance guide lines for their testimony. If they put forward 
what we think is inadmissible or irrelevant material then the Chair will rule 
against it, and the committee will support the ruling of the Chair or not as it 
wishes. I think we would be a little premature if we box in what they say when 
they come here. They would be subject to what I regard as a proper inter- 
pretation of the rules in the circumstances. 

Senator Brooxs: Mr. Chairman, have we already decided we will grant an 
adjournment? 


The CHAIRMAN: Yes, at the request of Mr. Burke-Robertson. 


Senator Brooks: No, we decided at our last meeting that we would give 
an adjournment. 


The CHAIRMAN: Yes, until today. 


Senator Brooks: Well, the time was set for today in the expectation that 
they might be here, but I think when we gave them an adjournment we did 
not so on the understanding that it would be at their convenience only, but 
that it would be at the convenience of both parties. It is not convenient for 
them to be here today. Someone suggested that the meeting be adjourned until 
next Monday, but that is not convenient to us. I think what we have to decide 
is a time that is convenient to both parties. 

The CHAIRMAN: Within limits it has been the policy of this committee to try 


to suit the convenience of those who want to make representations, as well as 
the convenience of the members of the committee so that we shall have as 


large an attendance as possible. 
Senator Brooks: Yes, it is a matter of courtesy. 


Senator McCutcHeon: Is there any reason to believe that if we adjourn 
until December 14, Mr. Burke-Robertson’s witnesses will be here? 


The CHAIRMAN: I do not know. 

Senator McCuTcHEoN: Should we not have an indication from him? 

The CHAIRMAN: Mr. Burke-Robertson is the one who has to make a state- 
ment on that. I am pointing out that December 14 is the earliest date that we 
as a committee can meet. 

Mr. BurRKE-ROBERTSON: I have not discussed that date, of course, because 
I had no idea what date, if any, would be put forward by the committee. I can 
find that out today and advise the chairman. I have no reason to think that it 
is not satisfactory from the point of view of those who are coming. 

Senator LAMBERT: Mr. Chairman, is there any reason to assume that if 
this additional opportunity for the presentation of views on this bill is given 
that there will be presented to the committee anything in the way of new 
material, or material that we have not heard before? 


The CHAIRMAN: There is this assurance, that if it is a repetition of what 


we have heard already the Chair may decide that we have heard enough. It will 


then be up to the committee to decide whether or not it supports the Chair’s 
ruling. 

Senator LAMBERT: But ther 
meeting? 


e is no indication as to the agenda for the next 
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The CHAIRMAN: Except Mr. Burke-Robertson’s assurance that it will not be 
repetitious. 

Senator LAMBERT: May I say that I had the privilege of speaking on second 
reading of the bill and of supporting Senator Farris’ application to have this 
bill read the second time and thus afford the opportunity for its going before 
this committee for further inquiry. That was the extent to which I committed 
myself at that time. It was so that Senator Farris’ representations could be 
referred to this committee for further inquiry. That was over a month ago, 
and we have since had three or four meetings. I feel personally that all the 
evidence that could possibly be adduced in connectiion with this bill has been 
submitted, and that the petitioners have been given a very fair hearing, and 
their views have received adequate consideration. 


The CHAIRMAN: Did you say that that was over a month ago, senator? 
I would point out to you that it is over five months since we first received 
this bill. 


senator LAMBERT: I am willing to yield to the extent of a month or two. 
However, if this bill is before us for another five months, then that will be a 
little too long. 


Senator LEONARD: I suggest that Senator Croll’s motion be amended to 
provide that we adjourn to December 14 when the Senate rises on that day. 
That would give the applicants the earliest opportunity of going ahead with the 
matter and would also give us an opportunity of using Tuesday, December 15, 
for further consideration, if further consideration is then necessary. I think 
Mr. Burke-Robertson could wait until Senator Farris or the premier will be | 
here on the Monday night. 


Senator FLYNN: I should like to point out that, when I moved the adjourn- 
ment last week, my intention was specially to give Senator Farris, the sponsor 
of the bill, an opportunity to discuss, as he can, the motion of Senator Hugessen. 

On the other hand, I mentioned something on which I would like to have 
the views of Mr. Burke-Robertson. I said that if the Government of British 
Columbia were willing to withdraw its disclosed intention of subscribing for 
shares of this bank, until the Bank Act has been revised, and then to act in 
accordance with the new act, the committee, I suggest, might take another view 
than that which is expressed in Senator Hugessen’s motion. 

I would be interested to hear from Mr. Burke-Robertson whether there is 
any possibility that at the next meeting of the committee, if we adjourn the 
consideration of this bill to another meeting, the Government of British Colum- 
bia would express another view than it has up to now with regard to its inten- 
tion to subscribe shares in this bank. 


Mr. BURKE-ROBERTSON: My understanding, Senator Flynn and members of 
the committee, is that the Government of British Columbia does desire to 
exercise the right to own some shares of stock up to 10 per cent, and that they 
are not prepared to withdraw from that position because they believe that the 
question of constitutional law on which Senator Hugessen’s motion is partly 
based is one that should be resolved in their favour, that legally they are per- 
fectly correct in appearing before Parliament here to have the bill passed in 
this form, and that they are perfectly justified in owning stock. Preference will 
be made at the next meeting, if there is one, by those who come, to that 
point, senator. 


Senator FLYNN: I was not so interested as to the views of the Government 
of British Columbia on the constitutionality of subscribing shares, as to whether 
it would change its mind and decide not to subscribe shares and would wait for 
the revision of the Bank Act. I have my views on the constitutionality of certain 
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questions, but this is not the point. The fact is that the committee can decide 
now, I think, if the Government does not change its mind about what I have 
discussed. 


Senator O’LEARY (Carleton): Mr. Chairman and senators, the first thing 
to do here is to get our priorities right. I think that the convenience of a com- 
mittee of Parliament must take precedence over the convenience of witnesses 
coming here. We come here today and they find they cannot keep the appoint- 
ment, for certain reasons. I think that we should do them the courtesy now of 
setting another date, a date convenient to this committee; and if they cannot 
come here on that date, I would think that Senator Hugessen’s motion should 
be passed. 


The CHAIRMAN: Are you ready for the question? 


Senator KINLEY: There isa new aspect to this whole thing. In Hansard of 
the House of Commons, November 27, the Minister of Finance gave notice for 
the revision or extension of bank charters, as follows: 


Hon. Walter L. Gordon (Minister of Finance) moved that the house 
go into committee at the next sitting to consider 'the following resolution, 
which has been recommended to the house by His Excellency: 

That it is expedient to introduce a measure to provide for the 
decennial revision of the Bank Act and the extension of the charters of 
the existing chartered banks till July 1, 1975, and to provide further 
for certain changes in connection with the administration of the act. 


Of course, it will be some time before this gets consideration in committee in 
the other place, in view of the proceedings there; but a well-informed member 
of the Senate told me that it was announced that information about the Bank 
Act would be in the press. I suppose it is like flying a kite to test public opinion 
on the merits of the changes which are proposed. 


It seems to me that we should keep this bill alive. The advocates of the 
bill have spent time and money on it. We heard an able presentation by 
the Attorney General of British Columbia and by others. 


The CHAIRMAN: Senator, the motion to which you are speaking now keeps 
the bill alive. 


Senator KINLEY: I agree it keeps the bill alive. However, I am informed 
that Senator Hugessen’s motion would kill the bill. 


The CHAIRMAN: The motion before this committee this morning is that 
we adjourn further consideration of Senator Hugessen’s motion until Decem- 
ber 14 when the Senate rises. 


Senator KINLEY: That will keep it alive until that date. 
The CHAIRMAN: That is the only matter before us. 


Senator KINLEY: This is a private bill but I am informed that Senator 
Hugessen’s motion puts it in the realm of a public bill. I am speaking in 
compliment to Senator Hugessen. He says: 

... there is no precedent for the ownership by the government 
of a province of a substantial proportion of the shares of a chartered 
bank operating under the provisions of the Federal Bank Act; this 
could involve the effective control of a federal chartered bank by the 
government of a province, a situation which would raise important 
questions of public policy and of constitutional law... 


If that is true, this is scarcely a private bill: it is a private bill with other 
implications. As we can expect to have information in a few weeks on the 
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terms of the new charter as proposed by the Government, it would be as 


well to adjourn this discussion until we have received that information, | 


probably until after the Christmas vacation. 


The CHAIRMAN: Let us take it a step at a time. There is Senator Hugessen’s 
motion. There was amendment to it which brought the adjournment until 
today. I understand that your motion, Senator Croll, is by way of amendment 
to Senator Hugessen’s motion. This amendment would bring about a further 
adjournment, and I take it that this one is peremptory until December 14 
when the Senate rises. Are you ready for the question? 


Senator KINLEY: Just a moment. The point was raised here teats we should 
not have a repetition of argument when these people come. I say in compliment 
to Senator Hugessen’s resolution that it does raise new problems for this 
committee and it does propose new conclusions, so that there is something 
new to come before this committee. I quite agree with Senator Croll’s motion, 
adjourning discussion to December 14, as it gives time for thought. We should 
work with knowledge, wherever possible. By that time we should be aware 
of the intentions of the Minister of Finance in regard to the policy respecting 
Government ownership and property and civil rights, which will be factors 
in deciding this matter. 


The CHAIRMAN: Are you ready for the question? 
Hon. SENATORS: Yes. 


The CHAIRMAN: Those in favour of the amendment, to adjourn, as a 
peremptory adjournment? 


Some Hon. SENATORS: It is agreed. 


The CHAIRMAN: It is carried. We adjourn until Monday, December 14, 
when the Senate rises. I verified that before I made this statement. The 
meeting is adjourned until December 14 when the Senate rises. 


The committee adjourned. 
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ORDER OF REFERENCE 


Extract from the Minutes of the Proceedings of the Senate, Tuesday, June 
9, 1964. 


“Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Farris, seconded by the Honourable Senator. 
Beaubien (Provencher), for second reading of the Bill S-20, intituled: “An 
Act to incorporate Bank of British Columbia”. 


After debate, and— 
The question being put on the motion, it was— 
Resolved in the affirmative, on division. 


The Bill was then read the second time, on division. . 


The Honourable Senator Farris moved, seconded by the Honourable Sena- 
tor Beaubien (Provencher), that the Bill be referred to the Standing Com- 
mittee on Banking and Commerce. 


The question being put on the motion, it was— 


Resolved in the affirmative.” 


JOHN F. MacNEILL, 
Clerk of the Senate. 
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REPORT OF THE COMMITTEE 


-Monpay, December 14th, 1964. 


_ The Standing Committee on Banking and Commerce to which was referred 
the Bill S-20, intituled: “An Act to incorporate Bank of British Columbia”, 


Kas in obedience to the order of reference of June 9, 1964, examined the said 


Bill and now reports that in the opinion of your Committee the preamble to 
the said Bill has not been proved for the following reasons: 


At the hearings before the Committee, the Premier and other Ministers of 
the Government of the Province of British Columbia appeared in support 
of the Bill and stated that, if the Bill were passed, the government of 


that province would subscribe for up to 10% of the shares to be issued | 
by the bank: so far as your Committee is aware, there is no precedent 


for the ownership by the government of a province of a substantial pro- 


portion of the shares of a chartered bank operating under the provisions 


of the Federal Bank Act; this could involve the effective control of a 
federal chartered bank by the government of a province, a situation 


which would raise important questions of public policy and of constitu- 


tional law; your Committee is of the opinion that these are matters of 
general policy which should be determined by the Parliament of Canada 
in the forthcoming revision of the Bank Act, and that pending such 
determination this Bill should not be proceeded with. 


All which is respectfully submitted. 


-T. D’Arcy Leonard, 
Acting Chairman. 


200 


at: a ey Sea A ie fg Mak a IT ee A My oat) ee ey 
fo aaa aa NM ROU MR RN UO 
fH Ay a a SAN Te Ep Re A Serre 
) Ae eda i Ay i een e gall) 
ae bene eytey j 3h fea iy Aes 

AS { " i ‘4 


MINUTES OF PROCEEDINGS 


Monpay, December 14th, 1964. 


Re = _ Pursuant to adjournment and notice the Standing Committee on Banking 
if and Commerce met this day at 9.50 p.m. 


a Present: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 
_ Beaubien (Bedford), Beaubien (Provencher), Blois, Burchill, Crerar, Croll, 
_ Davies, Dessureault, Fergusson, Flynn, Gelinas, Gershaw, Gouin, Hugessen, 
_ Irvine, Isnor, Kinley, Lambert, Lang, Leonard, Macdonald (Brantford), 
I McCutcheon, ‘Molson, O’Leary (Carleton), Paterson, Pearson, Pouliot, Power, 
5 Roebuck, Smith (Kamloops), Thorvaldson, Vaillancourt, White and Willis. 


a In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
~ Counsel. 


Bill S-20, “An Act to incorporate Bank of British Columbia’, was further 
considered. 
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After discussion, the following witnesses were heard: 
The Honourable R. W. Bonner, Q.C., Attorney General of British Columbia. 
Mr. W. G. Burke-Robertson, Q.C., Parliamentary Agent. 


The Honourable Senator Hayden having vacated the Chair it was agreed 
that the Honourable Senator Leonard act as Chairman. 


Se ee 


The Committee resumed from December 2nd, consideration of the Motion 
of the Honourable Senator Hugessen that the preamble of the said Bill has not 
been proved. 


The Honourable Senator McCutcheon having moved, in amendment, that 
consideration of the said Motion be deferred until December 22nd, it was 
Resolved in the negative, on the following division: YEAS, 10; NAYS, 14. 
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' The Honourable Senator Pearson having moved, in amendment, that con- 
sideration of the said Motion be deferred until December 17th, it was Resolved 
in the negative, on the following division: YEAS, 8; NAYS, 13. 


The question being put on the Motion of the Honourable Senator Hugessen 
that the Committee do now report as follows: 


In the opinion of your Committee, the preamble to this Bill has not been 
proved, for the following reasons: 


At the hearings before the Committee, the Premier and other Ministers 

of the Government of the Province of British Columbia appeared in support 
of the Bill and stated that, if the Bill were passed, the government of that 
_ province would subscribe for up to 10% of the shares to be issued by the bank; 
so far as your Committee is aware, there is no precedent for the ownership by 
the government of a province of a substantial proportion of the shares of a 
chartered bank operating under the provisions of the Federal Bank Act; this 
could involve the effective control of a federal chartered bank by the govern- 
ment of a province, a situation which would raise important questions of public 
policy and of constitutional law; your Committee is of the opinion that these 
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are matters of general policy which should be determined by the Parliament 
of Canada in the forthcoming revision of the Bank Act, and that pending such 
determination this Bill should not be proceeded with. 


It was Resolved in the affirmative on the following division: YEAS, 19; 
NAYS, 7. 


At 11.10 p.m. the Committee adjourned to the call of the Chairman. 
Attest. 


F. A. Jackson, 
Clerk of the Committee. 


a a noes 


THE SENATE 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 
EVIDENCE 


Ottawa, Monday, December 14, 1964. 


The Standing Committee on Banking and Commerce, to which was re- 
ferred Bill S-20, to incorporate Bank of British Columbia, met this day at 
10p.m. 

Senator SALTER A. HayDEN (Chairman), in the Chair. 

The CHAIRMAN: Honourable senators will recall the adjournment from the 
previous meeting until tonight for the specific purpose of hearing any repre- 
sentations which the Government of British Columbia may wish to make in 
respect to this bill. The Honourable R. W. Bonner, Q.C., Attorney General of 
British Columbia, is here and has a statement to make. But I have been looking 
at the clock, which now records about 10 minutes to 10. I was going to sug- 
gest, for the consideration of the committee, that possibly 10 o’clock tomorrow 
morning would be a better time to sit, rather than continue tonight. 

Senator CROLL: No, sir. 

Senator LAMBERT: Yes. 

Senator CRoLL: I am speaking now. 

The CHAIRMAN: Order! The senator should speak to the Chair, not to 
another senator. 

Senator CROLL: I am objecting to a 10 o’clock stung tomorrow aera 

The CHAIRMAN: This is the time for expressions of opinion. 

Senator CROLL: I am expressing it now. There have been committees laid 
on for weeks in advance—the Committee on the Canada Pension, the Commit- 
tee on Consumer Credit. Many people have been asked to come from various 
parts of the country, particularly in one committee— 

Senator McCuTcHEON: The witnesses before the Committee on Pensions 
are from Ottawa. 

Senator CroLL: The Committee on Consumer Credit witnesses are coming 
from Quebec. We have had to use rooms in the West Block, which happen to 
be equipped with simultaneous translation facilities. For that reason, I do not 
think we ought to go on with this matter until the other committees are out 
of the way. Tomorrow afternoon it will be quite possible. On the Committee 
on Consumer Credit there are at least half a dozen members of the Senate— 
I do not know whether they are all members of this committee—and at least 
four or five members of the Senate are members of the Committee on Pensions. 
That committee will be sitting tomorrow morning, and for that reason I do not 
think we ought to go on with the present matter at 10 a.m. tomorrow. 

Senator RoreBuck: Mr. Chairman, it may take us only a few moments, and 
I would suggest that we go ahead and hear Mr. Bonner and Mr. Burke- 
Robertson. Then, if it looks as if it may take longer than that, someone might 
then move a motion to adjourn. In the meantime, let us hear the witnesses. 
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The CHAIRMAN: What is the wish of the committee? So far as I am : 


concerned, I may say that I have asked Senator Leonard to take over in my 
place, if this meeting should go beyond 10 o’clock. 

Senator CroLL: Mr. Chairman, you can make no progress, because if you 
go on with the meeting tomorrow in my absence, I will wait until the minutes 
are ready and I will take an opportunity in the house to discuss it more fully, 
rather than discuss it here but I would rather discuss it tonight. 

The CHAIRMAN: That is your privilege. I am not trying to dictate to any 
person. All I want is to get the view of the committee. You must remember 
that Mr. Bonner was invited two weeks ago. 

Senator RoEBUCK: And he has waited here all day. 

The CHAIRMAN: Senator Leonard can take the Chair if it is necessary. 

What is the wish of the committee? Do you wish to hear Mr. Bonner 
tonight and then adjourn the meeting? 

Some hon. SENATORS: Agreed. 

The CHAIRMAN: I take it there are many senators who do not wish to 
spend too much time here this evening. Is it agreed to hear Mr. Bonner? 


Senator RoEBUCK: We will hear Mr. Bonner. 


Honourable R. W. Bonner, Q.C., Attorney General, Province of British Columbia: 
Mr. Chairman, may I once again record my appreciation of the courtesy ex- 
tended by this committee to hear a representative of the Government of British 
Columbia, whose position in the consideration of Bill S-20 appears to continue 
to occupy an important position in the minds of many here. 

I have in mind particularly, Mr. Chairman, that the committee is directing 
its attention to a motion which was offered on November 25 last. It was in 
relation to this motion, offered by honourable Senator Hugessen, that it was 
thought desirable that an opportunity be extended to the representative of 
the Government of British Columbia to say a few words here tonight. 

The CHAIRMAN: Yes, Mr. Bonner. Please do not discuss the merits of the 
motion. I understand you have a statement to make. 


Hon. Mr. Bonner: That is right. I was referring to the background. It was 


in relation to that motion, the merits of which I am not at liberty to debate, 


that I wish to offer a statement to the committee tonight. 
In view of the fact that the proposed share ownership of the Government 


of British Columbia occupies the focal point of this motion and would appear 


to be of concern in the general matter of approval or disapproval of the bill 


in this committee stage, I have been authorized to offer an undertaking © 


on behalf of the Government of British Columbia which I trust will be useful, 
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so that the merits of the bill itself may be considered apart from any possible — 


future position of the Government, in relation to the matter contained in the ~ 


bill. 


If I may, I should like to read a letter signed by the Premier and Minister 


of Finance of the Government of British Columbia, directed to the chairman 
of this committee. It is as follows: 


Senator Salter A. Hayden, Q.C., 
Chairman, 
Banking and Commerce Committee, 
The Senate, 
Ottawa, Canada 
Dear Sir: 

Re: Bill S-20 


Bank of British Columbia 
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My attention has been directed to the objections to this pill set forth 
in Senator Hugessen’s motion appearing on page 175 of volume 6 of 
the proceedings of your committee. 

I appreciate and join in the desire expressed to see questions of 
general policy arising out of proposed share ownership determined by 
the Parliament of Canada in the forthcoming revision of the Bank Act. 

Concern in this regard, however, need not hold up the approval and 
passage of this bill in Senate and its subsequent consideration in the 
House of Commons. 

To assist the fullest examination by Parliament of the questions 
raised by Senator Hugessen, I have no hesitation to undertake, on behalf. 

_ of the Government of British Columbia, that no subscription for shares 
of stock in the Bank of British Colm will be made, directly or — 

‘ indirectly, by or on behalf of the Government of this province, until 
the next revision of the Bank Act has gone into effect. 

I would be grateful if this letter were communicated to your com- 
mittee. 

Yours very truly, 


W. A. C. Bennett, 
Premier and Minister of Finance 


I have pleasure, sir, in handing the original to you and I have a number 


of copies, if any member should like to have one. 


In view of the lateness of the hour, I do not think there is anything I 
could say which would elaborate on that undertaking. However, as on pre- 
vious occasions, I am at the pleasure of the committee in attempting to answer 
any questions which may be put arising out of it. 

The CHAIRMAN: Are there any questions? 


Senator RorEBucK: As I understand the purport of the letter, it is that 


the Province of British Columbia will not subscribe for shares in this bank 


until after the revision of the Bank Act comes into effect. 


Hon. Mr. BonNER: That is correct, sir. 
Senator Power: Does that mean that this bank will not begin its opera- 


- tions until the Bank Act revision comes into effect? 


Hon. Mr. BONNER: Whether or not the bank will come into operation will 
depend on the approval of this bill here and in the other house, and I do not 
think anyone can forecast on that matter. 

Senator Power: I take it there is no indication that the bank will not 
bring in those operations? 

Mr. Bonner: No; and there is no ineieation that the bank will be incor- 
porated by that time either, sir. 

The CHAIRMAN: May I interrupt for a moment? I have asked Senator 
Leonard if he will take over, and continue as Chairman for the rest of the 
evening, if the committee will agree. 


Hon. SENATORS: Agreed. 


(Senator T. D’Arcy Leonard in the Chair.) 
Mr. Bonner: Mr. Chairman, would it assist the committee if copies of 
this letter were distributed? 
Senator CROLL: It would be much better. Have you copies? 
Mr. BONNER: Yes. 
The ActTING CHAIRMAN (Hon. Mr. Leonard): The Clerk will distribute 


‘them, Mr. Bonner. Are there any further questions to Mr. Bonner? 
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Senator CROLL: I would like to see this letter first. 


Senator McCuTCHEON: While the letter is being distributed, let me say 
that we are in this position: Had the petitioners appeared here this evening 
and said that they would not proceed until the new Bank Act had come into 
force, that is, until the measure had passed the House of Commons and the 
Senate and received the royal assent, I might have been able to assent, 
although I am not committing myself. We have heard various statements, 
as, for instance, that the Province of British Columbia will not subscribe to 
these shares, unless and until this bank is incorporated, or the Bank Act 
is passed. We have to go back to the evidence. I am sorry, Mr. Bonner, that 
I haven’t it with me but I think in essence it indicated that the province 
considered its subscription was necessary in order to make this bank successful. 

After all, they are talking about an initial capital of $300 million or over, 
which is far larger than the initial capital and surplus of any bank ever 
organized in Canada. To leave the petitioners in a position where they can 
go out and seek subscriptions and, in effect, gamble on the provisions of the 
Bank Act, is a position, Mr. Chairman, which is quite unacceptable to me. If 
the petitioners were here I would be quite happy to give them an opportunity 
to give a little broader undertaking than is given here. That is one thing. 
Otherwise, Mr. Chairman, I think we are in the same position that we were 
in when another bank came to us, to whose incorporation I took exception, 
that we are permitting speculation on what Parliament is going to do. 


Mr. W. G. Burke-Robertson, Q.C.: Mr. Chairman and gentlemen, I think I 
can answer, in part, Senator McCutcheon’s question. I have sent out 
to the West, addressed to the Chairman, a proposed letter, which has been 
discussed, and am authorized to say that the letter is on its way and will be 
sent to the Chairman authorizing or advising the committee that the petitioners, 
or the bank as and when incorporated, will not issue any shares of the capital 


stock to the Government of British Columbia. So that in that way, the. 


petitioners will not sell and the government will not subscribe to the shares. 
I realize that does not completely answer the question. 

Senator McCutTcHeEon: It certainly does not. 

Senator CROLL: What is unanswered, Mr. Burke-Robertson? The petitioners 
say they will not sell and the government will not buy. What is left, what is still 
bothering someone? 

Mr. BuRKE-ROBERTSON: To my mind, nothing, sir. It seemed to me that 
what appeared to be bothering the minds of some of the members of this com- 
mittee was the question of public policy, and the further question of consti- 


tutional law, which the investment by the government of British Columbia in 


the capital stock of the bank appeared to raise. The undertaking which is now 
before the committee is designed to overcome those objections until the revision 
of the Bank Act goes into effect. The burden of the motion of Senator Hugessen 
was that the bill not be proceeded with until the revision of the Bank Act, SO 
the objectionable features in the mind of some members of the committee are 
sought to be overcome in the manner now described to you. 

Senator McCutTcHEoN: Mr. Chairman, Mr. Burke-Robertson knows that he 
has not answered my question. The position is simply this: The situation, as 
presented to us, is that it has been suggested that the Province of British Co- 
lumbia is an essential factor in order to finance this bank on a scale at which no 
other bank in Canada has ever been initially financed. 

Senator RorBpuck: Are you afraid of competition? 


Senator McCutTcHEon: I am not afraid of anything. I am not a director of 


a chartered bank, and I resent that statement. You will just listen to me from 4 


_ how on. As it stands, it has been represented to us that it requires the backing 
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of the Government of British Columbia to obtain a terrific amount of money 
to finance this bank. All right. All I am saying is that if the Province of British 
Columbia is not going to subscribe for shares in this bank pending the revision 
of the Bank Act, then, unless the petitioners are prepared to say that they will 
not sell shares to anybody, that they will not go out and organize the bank 
pending that revision, I think we should have them come back here and tell us, 
as other petitioners have done, how they propose to finance this bank. 

I thought we were going to get some different undertaking tonight. As far 
as I am concerned, this is far too narrow an undertaking. If the petitioners want 
to come and either tell us how they will finance the bank without the backing 
of the Province of British Columbia, or undertake not to take any steps until 
the Bank Act is revised, then I will revise my views. 

The AcTING CHAIRMAN: Any further questions of Mr. Bonner? 

Senator Pearson: I was wondering how the Bank of British Columbia will 
be able to function if the Government of British Columbia will not have a chance 
to buy or own any of these shares? 

The ActTInG CHAIRMAN: Are you directing that question to the witnesses? 

Senator PEARSON: Yes. 

Mr. BonNER: I would anticipate, that with the apparent rate at which 
business is going in the other place, that the Bank Act revision would not be 
long delayed before being introduced in the House of Commons. If I may refer to 
expressions which have emanated from the other place, a view does exist in 
the minds of a number that no bank bill should pass until the Bank Act revision 
itself takes place. I think it must be acknowledged I would have to speculate on 
the conditions existing elsewhere to attempt to give you a finite answer, but it 
would be my expectation, which is purely a matter of judgment, that the Bank 
Act revision and the passage of the various bills affecting the banks presently 
in the other place and here might go along hand in hand, but I admit that is 
a stab in the dark. 

Senator Pearson: Supposing this bill goes to the other place and receives 
approval in the other place, but in the meantime the Bank Act revision has not 
come into effect; and then, say the Bank Act revision comes into effect which 
says that no province or government shall own shares in a bank—how do you 
propose to proceed then? 

Mr. Bonner: I think the petitioners would certainly have to give consid- 
eration to their position at that point. 

Senator McCutcHzon: That is all I want the petitioners to do, to delay their 
consideration. 

Mr. BONNER: The impression is abroad, and has been suggested, I think, here, 
that this bank needs no Government support whatever. Now the implication 
is that without Government support it cannot get started at all. It seems to me 
one of those two positions cannot stand. 

Senator McCutcHEon: I asked that question and I was told, “No, we are 
going to take a position in the bank no matter if we raise $600 million.” 

That is on the record. 

The ActTING CHAIRMAN: Senator Aseltine? 

Senator ASELTINE: I just want to know if we are about to vote on Senator 
Hugessen’s motion. 

The Acting CHarRMAN: As I understand it, we have not yet finished 


questioning the witnesses. 
Senator ASELTINE: I want to say something on that motion before 


we vote on it. 
The Acting CHAIRMAN: We have not come to that yet. 
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Senator Rogepuck: I want to point out that the objection so far to this — 
incorporation has been the suggestion made by the Government of British 
Columbia that they would subscribe to a certain number of shares. 

Senator McCutcHEoNn: Not “suggestion” but “assertion”. 

Senator RorBucK: I am making the speech. 

Senator MCCUTCHEON: You objected to me. 

Senator RorBuck: And you objected to my interference. 

The ACTING CHAIRMAN: Order! 

Senator RoEBUCK: That has been the only objection taken so far. 
Other than that, this is an ordinary incorporation of a bank—no special 
provisions, nothing out of the way, nothing different from other banks 
we have incorporated. Now the objection is switched over to this idea that 
they want this bank, but it is not to do any business whatsoever until the 
Bank Act has been revised. A former speaker has said they are going 
to have to speculate on what the Parliament of Canada may do. Every 
bank is speculating on what the Parliament of Canada may do in the 
revision of the Bank Act, and every bank must conform to what the 
Parliament of Canada says when we do revise the Bank Act. 

So far as not being able to sell the shares, that would be too bad. 
I know that will be a matter of great regret on the part of my friend, 
but that is something for the incorporators to consider. No one has asked 
any previous applicants for incorporation for an undertaking with regard 
to the sale of shares. That is a matter that should follow after the in- 
corporation takes place. I do not see any reason why we should require — 
these people either to undertake not to sell shares after the incorporation 
has taken place or for any guarantee that they can sell the shares or will a 

; 
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sell them. That is a matter for them to consider; and if they cannot sell — 
them that is their bad luck. It is not a reason for refusing the incorpora- 
tion or delaying it indefinitely, as apparently some people would like. | 
So, I think we are all in the clear at the moment, and I am ready to move ~ 
that we report the bill. 


The Acting CHAIRMAN: I think perhaps we should clear the position 
at which we are now. There is a motion before the committee, that of © 
Senator Hugessen. Consideration of that has been standing in order to — 
give an opportunity for these witnesses to appear. They are here now, | 
and at the moment we are really engaged in finding out what they have © 
to say and in asking them questions. We will come to the matter of what . 
we do with the bill after we are through | with the witnesses. me 

Senator Croll? 

Senator CROLL: I defer my questioning for the moment. 


; Senator Ftynn: I was going to mention the fact there are two ques- 
tions. There is the question of the motion by Senator Hugessen. Then, — 
after it has been disposed of, assuming it is voted down for the purposes — 
of argument, I think the point raised by Senator McCutcheon would then 
be in order. OG 

As far as the motion of Senator Hugessen is concerned, I would like 
to hear from him now whether he thinks his motion can stand after the assur- _ 
ance given by Mr. Bonner. 4 


The ACTING CHAIRMAN: Before we call on Senator Hugessen— ; 
Senator BurcuiLL: Mr. Burke- Robertson, I did not get what you said .: 
about a letter that was on the way. i 
Mr. BURKE-ROBERTSON: What I said was that I had discussed with q 


the petitioners in the west the position disclosed to the committee tonight, | @ 
et which is being taken by the Government, and the petitioners are q 
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quite willing to say to the committee, and put it in writing, that they 
— will not issue any shares to the Government of British Columbia. So it, 
is a two-way undertaking, as it were, | 


Senator BURCHILL: If that letter arrived and we have the assurance 
ae from the bank they will not subscribe and from the petitioners they will 
not issue any stock— 


_ Mr. BURKE-ROBERTSON: I am authorized to undertake on behalf of the 
petitioners that such a letter and such a written undertaking will be provided 
to the committee. 


Senator O’LEARY (Carleton): Might I ask a question, just as a layman? 
If the Government of British Columbia undertakes not to buy shares until 
the Bank Act is revised, and if the petitioner says they will not sell them 
until the Bank Act is revised, what is the interest of the Government of 
British Columbia in coming here? Surely, it is the petitioners and not the — 
_ Government of British Columbia that should be here tonight. If you are wash- — 
we ing your hands of the thing, why are you here? | 


Mr. BURKE-ROBERTSON: I am here representing the petitioners. 
Senator O’LEARY (Carleton): I really directed that question to Mr. Bonner. 


Mr. BURKE-ROBERTSON: And Mr. Bonner is here because an opportunity 
was given by this committee for persons to attend to make representations 
—I think it was described as, ‘“‘interested persons to appear’”—to the objections 
set out in Senator Hugessen’s motion, which stemmed from the fact the 
Government of British Columbia proposed to invest in the bank. That is why 

Mr. Bonner came, since the Premier, who had been expected to come and 

_who could have come on December 7, was unable to do so today. Mr. Bonner 
came to give that undertaking in person on behalf of the Premier and to 
present to the committee the Premier’s letter. He came here for that express 
purpose, to answer objections which have been raised to participation by the 
Government of British Columbia. 


Senator McCutTcHEON: Senator Roebuck, I think, said that we had not 
inquired of any other bank petitioners as to how they were going to finance— 
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Senator PouLioT: Can I ask a question? 
The AcTING CHAIRMAN: Senator McCutcheon has the floor, then Senator — 
Croll, and then you, Senator Pouliot. 
Senator PoutioT: Thank you. 
Senator McCutTcHEON: Senator Roebuck said we had not inquired of 
other bank petitioners as to how they proposed to accomplish their financing. 
Senator ROEBUCK: Sell their shares. 
| Senator McCutTcHEON: Or sell their shares—it is the same thing. 


Senator RoEBUCK: Not quite. } 

Senator McCutTcHEoN: I think that on reflection ae Roebuck will 
recall we had several days’ discussion with the petitioners for the Bank of 
Western Canada on that matter, and we had at least one day’s full disclission, 
and I think two, with the promoters of the Laurentide Bank. 

I accept this undertaking completely and I accept Mr. Burke-Robertson’s 
undertaking on behalf of the petitioners. All I say is that the petitioners 
should now come before us because it is obvious that they hope—and I do 
not blame them for this—to get the bill through at the present session. Let 
the petitioners come and tell us how they propose to finance the bank, ssh 
as the other petitioners have. 
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Senator Crouu: If I recall—and I can be corrected if I am wrong—one 
of the banks, and I think it was the Bank of Western Canada, sold shares. 
or sold rights. 

The ACTING CHAIRMAN: Trust certificates. 

Senator CROLL: Trust certificates—call it what you like. But they did 
exactly what Senator McCutcheon says ought not to be done. Now, whatever 
the name may be, I suggest that we treat them all in the same way. We did 
not raise any fuss about that, and I don’t think we ought to raise any fuss 
now. sf 
Senator McCUTCHEON: There was quite a fuss raised about it; the Senate 
was divided. 

Senator CROLL: In any event there was a decision of the Senate. So why 
do you raise it now again? I have no idea why it is being done. 

Senator McCutTcHEon: If you want me to make an hour’s speech about 
it I can. 

Senator CROLL: I will speak about it as long as I think I should and then 
you can take your turn. What I am saying is we ought to treat this bill in 
the same way as we treated the other bills. We are not doing this when we 
raise the point about selling in advance what you referred to as trust certifi- 
cates. They ought to be permitted to deal with this in the very same way. That 
is my point at the moment, but I shall have more to say on it later on. 

The ACTING CHAIRMAN: Senator Pouliot. 

Senator PouLioT: Mr. Chairman, I have just read the letter from Premier 
Bennett, and I agree, to a limited extent, with what Senator Croll has just 
said. We have no reason to give special treatment to any bank. I agree with 
him on that, provided that the conditions are similar. In this case we have 
the letter of Premier Bennett, and I want to be corrected if I am wrong or 
if I am misrepresenting this or giving a false interpretation of it. My under- 
standing of this letter is that the bank will not operate until the next revision 
of the Bank Act goes into effect. If the bank operates without shares being 
sold to the public, it will operate with the money supplied by the Govern- 
ment of British Columbia for the purchase of shares. 

Senator CROLL: No. 

Senator PouLioT: No? The letter says: 

To assist the fullest examination by Parliament of the questions 
raised by Senator Hugessen, I have no hesitation to undertake, on 
behalf of the Government of British Columbia, that no subscription for 
shares of stock in the Bank of British Columbia will be made, directly 
or indirectly, by or on behalf of the Government of this province, until 
the next revision of the Bank Act has gone into effect. 


Then does it mean that the bank will sell shares until the Bank Act 
is revised and will operate under that condition without any subscription. 
from the Government of British Columbia? 


The AcTING CHAIRMAN: You are asking the witness that question? 


Mr. BURKE-ROBERTSON: The bank will be free to sell shares once the act 
is passed by both houses—to the public. 


Senator McCutTcHEoN: You are giving no undertaking not to sell shares. 
Mr. BURKE-ROBERTSON: No, I am not. 
Senator POULIOT: You will sell shares to the public? 


Mr. BURKE-ROBERTSON: I said the bank when incorporated would be free- 


to sell shares. 
Senator PouULIoT: You do not say the bank will sell shares? 
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Mr. BURKE-ROBERTSON: No. 

Senator PouULIOT: We are not sure that the bank will operate. 

Mr. BURKE-ROBERTSON: There are many considerations that will have 
to guide the directors of the bank, when incorporated, as to when they will 
commence the sale of shares. 

Senator PouLioT: Mr. Burke-Robertson, those questions were just prelim- 
inary, but my question which follows is this: are you in a hurry to have 
this bill passed? | 

Senator CROLL: Reasonably. 

Mr. BURKE-ROBERTSON: Well, senator, I don’t think it could be said that 
the petitioners of this bill have been unduly impatient. It has gone on for 
many months so far, and it is their earnest hope and prayer that its passage 
will not be long delayed. 

Senator POULIOT: We will understand each other very well and without 
any difficulty. I did not quite catch what you said. Did you say the Govern- 
ment of British Columbia is not in a hurry to have this legislation passed? 

Mr. BURKE-ROBERTSON: I am speaking for the petitioners and they are 
anxious to get on with the bill. They would like to see it passed by the 
Senate and the House of Commons. 

Senator PoutiotT: If the Government of British Columbia is not sub- 
scribing for shares now, why is it interested in having the bill passed now 
by the Senate and by the House of Commons? Do you understand my ques- 
tion? 

Mr. BURKE-ROBERTSON: Yes. Well, the petitioners are anxious to have 
the bill passed. The Government desires to invest in the bank, but have under- 
taken to this committee to withhold any subscription for shares until after the 
Bank Act has been revised. 

Senator Pou.iot: If the Government is ready to withhold any subscription 
for the purchase of shares, it means that the Government of British Columbia 
is not in a hurry to buy shares or to subscribe for shares. 

Mr. BURKE-ROBERTSON: They would like to subscribe for shares as soon 
as the Bank Act is revised. 

senator PouLiotT: Do you know what the revision will be? 

Mr. BURKE-ROBERTSON: No, and neither do the other banks. 

Senator PouLioT: How can you make a guess about it when you don’t 
know what it will be? You do not know that there will not be a provision 
in the Bank Act to forbid a province to buy shares in the bank. 

Mr. BURKE-ROBERTSON: We are in the same position as the other two 
banks with respect to the contents of the new Bank Act. 

Senator POULIOT: You see here Premier Bennett has said: 

...no subscription for shares of stock in the Bank of British Columbia 
will be made, directly or indirectly, by or on behalf of the Government 
of this province, until the next revision of the Bank Act has gone into 
effect. 

You don’t know what the next Bank Act will provide. You don’t know it, 
I don’t know it, and nobody in this room knows. Somebody may bring in an 
amendment which could change the nature of the law. You know that as an 
experienced lawyer. 

Mr. BURKE-ROBERTSON: Yes. 

Senator Poutiot: Therefore, I find the passage of this legislation under 
these conditions is premature, and we must wait to see what the Bank Act 
will be before proceeding with this. 
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Mr. BuRKE-ROBERTSON: May I say Phas the bills which have been con-— 
sidered already for the other two banks, or for the petitioners for the other 
two banks, are precisely in the same position as we are. They don’t know — 
either. Our position is the same as theirs. Ours is an ordinary incorporation 4, 
with the elimination or the temporary elimination of the Government of — fh 
British Columbia. ; 

Senator Barrp: Temporary? a 


Mr. BURKE-ROBERTSON: Yes, temporary elimination. Until the passage of — 


the revision of the Bank Act our position is the same as theirs. This is a © 
perfectly normal incorporation. It seems to me that they are entitled to be © 
dealt with on the same basis as the others have been. | 
Senator PouLiotT: I regret, Mr. Burke-Robertson, to have to differ ore f 
you, because for me the conditions are not the same. ial 
The Actinc CHAIRMAN: Thank you, Senator Pouliot. Senator Cameron? _ 
Senator Rorsuck: May I ask a question? Mr. Burke-Robertson, if the ¢ 
Bank Act prohibits the purchase of shares by a provincial government will 4 
you then submit to the law and not purchase shares? i) 
Mr. BURKE-ROBERTSON: I am sure of that. ; 
senator ROEBUCK: That is an answer. 
senator CAMERON: I think the problem that raises in the mind of a few : 
senators is that assuming this charter were granted what effect would that — 
have on other provinces making application to establish their own banks— 4 
for example, my own Province of Alberta might apply for permission re 
4 


convert its treasury branches and come under the Bank Act. If this is the 
case for Alberta or any other province, is there any plan to call the Governor — 
of the Bank of Canada before this committee to give us his views as to what | 
effect the establishment of these several provincial banks would be on the ~ 
national monetary policy? “ 

senator CROLL: Is not that a matter of Government policy? It is not the 
function of the Governor of the Bank of Canada to say that. 

senator DAVIES: Suppose in the revision of the Bank Act there is no © 
reference at all to the buying of shares in any bank by provincial govern- i, 
ments. Would we not then be in the same position as we are now? a 

Mr. BURKE-ROBERTSON: Except this, that when the revision of the Bank © 
Act is dealt with by Parliament all these matters will then be considered. I ~ 
think that is the purpose of Senator Hugessen’s motion—that the question of 3 
public policy that is in the mind of so many senators, and also the constitutional - id 
point of law that appears to be raised, can then be dealt with. A 

Senator Davizs: Do you think it will be mentioned in the revision of the Fe 
Bank Act? } 


Mr. BURKE-ROBERTSON: It will be dealt with when the Bank Act is revised, — 


but whether it appears in the act or not depends upon a great many considera- — 
tions. iy 


Senator HuGESSEN: I do not like looking a gift horse in the mouth. I am 
quite sure that the Premier of British Columbia intends to go very far in eee q 


the wishes of this committee, but I am afraid that this language leaves me ai 
little doubtful. He says in his last paragraph: | 


I have no hesitation to undertake, on behalf of the Government of 3 
British Columbia, that no subscription for shares of stock in the Bank — 
of British Columbia will be made, directly or indirectly, by or on behalf 
of the Government of this province, until the next revision of the Bank — 
Act has gone into effect. -* 


Tell, what he is suggesting is that we pass this bill now and let the bank go 
_ Into operation. Then, he says, he will not subscribe for any shares of the bank 
- until the next revision of the Bank Act has gone into effect. It is conceivable 
that when that happens, even if there is a prohibition in the future against 
provinces subscribing to the shares of chartered banks, this bank will not be 
subject to that provision. It will have been incorporated before that provision — 
came into effect. I am a little suspicious. Seeing that we are faced with this 
_ question now as to whether the province should invest in the shares of a 
- chartered bank I would much prefer to hold this whole matter over, and have 
it dealt with after the Bank Act has been revised. | 


‘The Actine Cuamrman: Senator Crerar? 


Senator CRERAR: There is one point, Mr. Chairman, that interests me. It 

seems to me clear that if an amendment is made in the next general revision of 
the Bank Act which has the effect of barring any Government—and I include 
the federal Government—from holding stock in a chartered bank, then that 
would effectively bar the province of British Columbia from holding shares 
_ in this bank, or any other bank. I think that that follows. Now, if such a pro- 
hibition is not made in the revision of the Bank Act, and we grant this charter 
_ subject to the provisions of this letter—-which I have not the slightest doubt 
_ will be lived up to—then in the absence of such an amendment to the Bank 

Act this charter will be valid, and the Province of British Columbia could go 
. on and have its investment. 


I should put it this way: If that happens then I would feel we had been 
out-manoeuvred a little bit, if I may use that term, because I have a definite 
objection to any provincial government or a federal government owning shares 
in a chartered bank, and for the reasons that I have already placed on the 
record of this committee’s proceedings. Could I get some information on this? 
Supposing the federal Government drops out of this, Mr. Bonner, would you 
expect that private individuals in British Columbia, or elsewhere, would come 
forward and take up subscriptions in the bank so that it could do business? I 
am wondering about that. 

I should like to make it clear that I have not the slightest hesitation in 
suporting an application for a charter for a bank with its head office in British 
Columbia. I have no hesitation in saying that. My objection is to the provincial 

government, for reasons already stated, holding stock in a chartered bank. If 
the members wait for a general revision of the Bank Act, I would say that the 
Government of British Columbia would probably be out for all time. 

Hon. Mr. BoNNER: On the question of establishing the bank and the degree 
of support it might receive, the government are not far off. There has already 
been testimony, and I may say this because it has also been raised by Senator 
McCutcheon. 

As recently as last week I attended the opening of the new Vancouver 
Stock Exchange. People in the industry in Vancouver assure me that they have 
a very substantial number of orders on an “if, as and when” basis. Apparently 
there is a great deal of interest in the proposition that a Bank of British Colum- 
bia be formed and there is quite a great deal of evidence to suggest that it 
will be heavily subscribed. 

It is a matter of judgment whether it will be subscribed to the extent of 
$300 million, with or without government participation. 

In any event, the government took the position, in response to the author- 
ity of the legislature, in January, February and March of this year, and the 
government has not deviated from the undertaking it gave to its legislature in 
that respect. 

217442 


te 


BANKING AND COMMERCE La, , 18 


214 STANDING COMMITTEE 


However, since that time there have been a number of meetings of this 
honourable committee. At the last preceding meeting I felt it was fortunate 


that honourable Senator Hugessen placed in a motion a crystallization of the © 


objections which he at least felt towards the approval of this bill at this time. 
I will not trespass on your time to read the motion, but it does relate in its 
preamble that the premier and members of the British Columbia Government 
have appeared here and have indicated with all candor what they have been 
authorized by the legislature to do in connection with this bill. 

I refer to this specifically because, particularly Senator O’Leary (Carleton) 
asked why I was here at all. I am here at all bécause I speak for the Govern- 
ment of British Columbia and Mr. Burke-Robertson speaks for the petitioners. 
If I may say so, sir, the committee has directed more attention to the Govern- 
ment of British Columbia than it has to the petitioners. The petitioners have 
been here on a number of oceasions and I think that on only the first occasion 
were they asked a question at all. 

The purpose of the undertaking here tonight, sir, was to meet the specific 
objection to the present consideration and approval of this bill by this com- 
mittee, crystallized by Senator Hugessen’s motion. As I understand it, and as 
the clear wording of the motion implies, important questions of public policy 
are involved as long as this committee has before it the immediate intention of 
the government to participate in share ownership, as we have been authorized 
by our legislature to do. 

So as not to hold up the passage of the bill further and to permit the exami- 
nation of the questions of general policy and public policy, which are referred 
to by Senator Hugessen, we have understaken—in what I submit, with defer- 
ence to Senator Pouliot, is unmistakable language—not to subscribe for shares 
in this bank, or offer to subscribe for shares in this bank, until the Bank Act has 
been revised and the opportunity given to the houses of Parliament to con- 
sider those questions of policy which are apprehended by Senator Hugessen. 

Now, if with the full examination by the Houses of Parliament this ques- 
tion of share ownership is not touched upon—and it is not touched upon, sir, 
in the existing act—-when I suggest that what is proposed by British Columbia is 
in order. We are anxious that the petitioners, and the public of our province are 
anxious, that this affair be not prejudiced by an authority given by our legisla- 
ture, and we have undertaken publicly to withhold acting upon that authority 
until the Houses of Parliament have in the fullness of time had an opportunity 
to pronounce either positively, or by meeting to pronounce negatively on one 
or two questions bothering this committee. I suggest that is a very candid posi- 
tion to put before you at this time. 

The Acting CHAIRMAN: Senator Croll? 

Senator CROLL: There are two things I wanted to say about Senator Huges- 
sen’s statement. First, that the statement made in the letter by the Premier of 
British Columbia and augmented by the Attorney General, certainly should be 
taken for their true value. It is an act of faith on their part, to put it in writing, 
and to come here and tell us what they are going to do. 

Now on the point raised by Senator Hugessen as to the possibility of pass- 


ing the act, then the Bank Act being revised. Their petitioners taking the posi- © 


tion at that time that having passed the act we are bound to proceed and give 
them their licence. Let us look at that for a moment. The granting of a charter 
is not the granting of a licence for a bank. The only advantage they obtain 
from a charter is a right to go to the Treasury Board for a licence. They have 
got to satisfy dozens of requirements, in the normal way, and they have to 
satisfy the law as it appears on that day—not what it was or is to be but as it 
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appears on that day. So that anything that we do now does not prejudice— 
and particularly in the light of this letter—the Government in any way with 
respect to this particular charter. 

We have already had it from Mr. Burke-Robertson, I think, that whatever 
the law is they will obey it. We expected that answer from him. Therefore the 
request being made here seems to me to be a very sensible one. 

The Acting CHAIRMAN: Any further questions of the witnesses? 

Senator KINLEY: Is this proposal an amendment? 

The AcTING CHAIRMAN: Are you asking about Senator Hugessen’s motion? 

Senator KINLEy: Is it an amendment | 

The AcTING CHarman: No, it is a positive motion. 

Senator KINLEY: And this would kil] the bill? 

Senator CROLL: Yes. 

The Acting CHAIRMAN: It is a report of this committee. 

Senator CRoLL: It would not kill the bill; it would murder it. 


The Acting CHAIRMAN: It is a motion as to the report of this committee to 
the Senate. 


Senator KINLEY: That is, as far as the committee is concerned, it will have 
killed the bill. 


Senator CROLL: That is right. 

The Acting CHAIRMAN: Well, they will have done whatever is Said in the 
motion. 

Senator KINLEY: Whether stopped or just delayed, I think it kills the bil]. 

Senator RoreBuck: It kills the bill. 


Senator KINLEY: Do we need to do that, in the light of all that has been 
said; or should we not keep it alive? I think it should be kept alive. 

The Acting CHAIRMAN: The motion is that the preamble of the bill has not 
been approved. 

Senator KInLEy: That is a matter of argument, too. 

The AcTING CHAIRMAN: Any further questions of the witnesses? 

Senator PATERSON: Mr. Chairman, may I say a few words, at the risk of 
repeating myself? Senator Croll made the statement that the petition for this 
bank should be treated like the other two petitions which came before us. I 
would like to point out that this is a totally different proposition from a private 
bank, This is a question of granting a charter to people who own very valuable 
natural resources and control them. It puts a weapon in the hands of somebody 
that might be to disadvantage. If this charter were granted, we would be 
establishing a precedent for the whole of Canada. If we give this charter to the 
Province of British Columbia, why should we not give nine other charters to 
nine other provinces? If we do that, and they all control their natural re- 
sources, and all use them as weapons, we have endangered the economy of the 
whole of Canada. I say this is too dangerous a proposition. 

Mr. Bonner: Mr. Chairman, I realize that in the observation I am about 
to make I am receiving generous treatment from the Chair. It has been sug- 
gested that this bank is different. With this I agree. This is the only time that 
the Houses of Parliament have been asked to approve an all-Canadian bank. 
This is the only bank which has ever come before the Houses of Parliament, to 
my knowledge, sir, which has restricted share ownership in its entirety to resi- 
dent Canadians. In that sense, it is a very different bank from others. 
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As to thosé who may own the ee 90 per cent are aot ie oe yasidentonad : 
of Canada, and up to 10 per cent may be representatives of the government of ss 
British Columbia, in the person of the Minister of Finance. I felt I could not 4 
allow that comment to go unpassed, without making some observation about ei ; 
it. is 
Senator LAMBERT: May I ask a question with relation to the final para- ‘ , 
graph of this letter. Having due regard for the complete change of position — 
and some of the previous revisions, does that in any way affect the intention Oni 
the Province of British Columbia to share in the stock of the company to the : 
extent of 10 per cent of the holdings, that is, pending the revision of the oy 
Bank Act? I do not see anything in this leter te offset the statement that has — 
already been made in that respect. Supposing this committee passes the bill, 
does that still imply that the Province of British Columbia will have a ‘ 
potential interest of 10 per cent, to that extent? 

Mr. Bonner: The short answer is, yes. es 

Senator CROLL: Well, although the answer is yes, I think the answer has © 
already been given—if the law permits. 

Mr. BonNER: That is right. 

Senator CROLL: Then say so. tes 

The AcTInG CHairMAN: Any further questions? 4 me 

Senator Moitson: Mr. Chairman, Mr. Burke-Robertson is appearing for 3 
the petitioner. As Mr. Bonner said a little while ago, the intention seems to A 
be directed almost entirely to the government and very little to the petitioners. 4 
As a representative of the petitioners, would Mr. Burke-Robertson mind telling © ae 
us how, in the event of the passing of this bill, the petitioners intend to proceed. | 
This is something we have not heard. ag 

Mr. BuRKE-ROBERTSON: I think it has been treated fully in the procecd a a 
ings of July 22, Mr. Chairman and gentlemen. 

Senator Mouson: I don’t think that is true, because the conditions have | 
changed, Mr. Burke-Robertson. 

The AcTING CHAIRMAN: Senator Molson, is your question directed to how | 
are they going to proceed if: the Province of British Columbia is not buyin ng 
shares? 

Senator MoLson: Senator Croll said that every bill should be irentlaay i: 
alike, and I am sure that every member of this committee thinks so. The 
original premise of the bill was, when it came to us, and as at that time 
was so well stated by the Premier of British Coltmnbia and Mr. Bonner, 
the government intended to have a 10 per cent participation. Now that situation © 
has changed. Do the petitioners, or the representative of the petitioners, say 
under these circumstances how they intend to proceed? Because this is what 
the other petitioners of banks have told us—what they were going to do. ts 

Mr. BuRKE-ROBERTSON: Even in July, in fact, all the way through, senator, - 
it has been the intention of the petitioners to secure subscriptions for 90 per 
cent of the stock, so there is no change there at all. ee: 

Senator McCuTCHEON: But up to that time they had an undertaking the 
government would purchase up to 10 per cent of the shares. Now they have 
no undertaking. When are they going to offer these shares, and at what price? 

Mr. BuRKE-ROBERTSON: That evidence is already in the record of July 22, 
senator. Bi 

Senator McCutrcHreon: I would be very happy to have the petitioners 
back to tell me what they are going to do between now and the final revision 1 
of the Bank Act, with respect to their financing of this bank. That is wee all 
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: the other petitioners did. Here is a situation which has completely changed. 


_ The representatives of the government told us that even if the offering of 


G shares was oversubscribed they were going to take up their subscription. The 

whole emphasis has been that the government is going to do this, and it 

‘ doesn’t matter how many hundreds of millions of dollars it will need. ; 

That comes back to what I said originally. If the petitioners said, “We 

_ will take no steps pending revision of the Bank Act”, even then I would like to 

Me know how they propose to finance it, because we do not like to see charters 
_ just floating around in the air. By. ; 

Mr. BURKE-ROBERTSON: With regard to the interest of the Government of 
British Columbia in this whole undertaking, whether they actually have money 
in it or not, you may remember when the Premier was here he said not that 
the Government of British Columbia would invest 10 per cent, but up to 10 
per cent. He said at one point it may be as low as 2 per cent; but the measure 
of interest and support which the government has with reference to this bank 
_ was certainly indicated. The government is interested in the bank mainly for 
the development of the province and the resources of the province. From that 
point of view, it will stimulate business within the province enormously, in the 
opinion of the government. 


Senator CROLL: Mr. Burke-Robertson, if the committee is prepared to 
accept the word of the Premier and his Attorney-General that they will wait 
until the Bank Act is revised, and abide by it and act in the light of it, what is 
your objection to bringing the petitioners before the committee to tell us, as the 
others did, how they will finance the new bank? 


Mr. BURKE-ROBERTSON: I do not think, senator, I expressed any objection 
_ to bringing them before the committee. Our only interest is in getting on with 
the bank and getting the bill passed. 


Senator CROLL: Well, this bill is not going anywhere anyhow at the mo- 
ment. You know that as well as I do. If the committee narrows it down to just 
that, then you are ahead of the game; because if you get the bill over to the 
House of Commons tomorrow, it is going no place, so there is nothing to be 
gained. On the other hand, you can bring the applicants for the charter to the 
committee to tell us how they will obtain the money, and then the whole thing > 
is settled. 

Mr. BURKE-ROBERTSON: That is very true. 

The ACTING CHAIRMAN: Any further questions of the witnesses? If not, are 
you ready to have Senator Hugessen speak to his motion? 

Senator CrRoLtL: Mr. Chairman, isn’t there a suggestion the petitioners be 
given an opportunity to come before the committee? __ 

The ACTING CHAIRMAN: The motion is before the committee. This is a late 
night in Parliament. 

Senator FLYNN: Mr. Chairman, I am worried about the motion as it is now. 
I have expressed the view it does not stand any more because it is based on the 
principle that the Government of the Province of British Columbia is going to 
subscribe. This has changed. I do not know how we can vote on a motion that 
is based on a fact that has disappeared. I suggest we may vote on the principle 
of the bill itself; but on the principle of the Government of British Columbia 
subscribing for shares, this is not before us any more. 

Senator LAMBERT: Sure it is. 

Senator FLYNN: I think this motion does not stand on the facts any more. 
The next time this principle for a government of a province subscribing for 
stock will come before Parliament, I suggest, will be when the Bank Act is 
revised. Then we can discuss that. But at the present time we would be invited 


to vote on something that is not a fact. 
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Senator McCurcHeon: Mr. Chairman, I would move an amendment to 
Senator Hugessen’s motion, that further consideration of this bill be postponed 
until the next sitting of the committee, to enable the petitioners to appear and 
give us further evidence. 

The ACTING CHAIRMAN: Perhaps we had better clarify this motion. Rule 
44 states: 

When a question is under debate, no motion is received, unless to 
amend it; to commit it; to postpone it to a certain day; ... 

I take it your motion is really for a postponement? 

Senator CROLL: Fix a date. 

senator McCuTcHEon: I would move that consideration of this motion be 
postponed until December 22. 

Senator KINLEY: Then there will be nobody here. 

senator McCuTCHEON: We will be here on the 22nd December. I do not want 
to be, but I will be. 

Senator CROLL: He knows. 

The ACTING CHAIRMAN: Senator McCutcheon is moving the motion. 

Senator McCuTcHEON: —until December 22 in order to permit the hearing 
of further witnesses. 

The ACTING CHAIRMAN: A seconder for that motion? 

Senator CROLL: I second that. 

Senator Fiynn: For clarification purposes, I would like to know if the 
further witnesses will be on the subject matter of the motion of Senator Hugessen 


or on the substance of the bill itself. I think this confusion has existed since 
the beginning. 

The ACTING CHAIRMAN: Senator Croll, this motion is debatable, so we are 
debating now the motion to postpone the hearing until December 22. 

Senator CROLL: He moved it and I seconded it. 

The ACTING CHAIRMAN: The motion is to postpone consideration of Senator 
Hugessen’s motion until December 22, which is a week tomorrow. 

Senator CRERAR: I think that is a mistake. I think we ought to settle this 
thing now. 


The AcTING CHatRMAN: Any further discussion on Senator McCutcheon’s 
motion? 

Senator LAMBERT: Am I right in assuming that if we adopt this suggestion 
of the witnesses, then really we are taking action on a conditional understanding, 
a conditional undertaking? Surely, if this letter means anything at all it means 
there will be no action taken in British Columbia until after the revision of the 
Bank Act. 


Senator Buots: No. 


Senator LAMBERT: No action taken by the Government of British Columbia . 


until after the Bank Act revision? If we agre to that and pass this bill on that 
condition, I submit very definitely we are probably exerting a certain prejudi- 
cial influence that should not be exerted before the time comes for the revision 
of the Bank Act. I think the revision of the Bank Act which might establish a 
new policy in connection with this thing should be cleared up first. 

Senator KINLEy: Does he expect us from Nova Scotia and the west to come 
here on December 22? 

The AcTING CHAIRMAN: You have the right to vote against it. 


Senator KINLEY: I cannot vote against it in Nova Scotia. I can do as I like 
now. 
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The AcTINnG CHarRMan: I take it you are not in favour of the motion. 
Senator KINLEY: I would like to see it postponed, but I do not like the 
22nd of December. 


The ACTING CHAIRMAN: Any further discussion on Senator McCutcheon’s 
motion? Are you ready for the question? 


Senator ASELTINE: We are not dealing with Senator Hugessen’s motion now? 


The AcTING CHAIRMAN: The question is that the consideration of Senator 
Hugessen’s motion be postponed until December 22 for the hearing of further 
witnesses. 


All those in favour of the motion of Senator McCutcheon for adjournment 
to December 22? 


Senator Barrp: What is the motion? 


The AcTING CHAIRMAN: The motion is for the adjournment of the hearing 
until December 22. : 


All those in favour? 

Contrary? 

The motion is lost. 

Are you ready now for the consideration of Senator Hugessen’s motion? 
Senator ASELTINE: Is the motion to adjourn lost? 

The ACTING CHAIRMAN: Yes. 


Senator ASELTINE: Before we deal with the motion, I would like to make a 
few remarks in order to make my stand clear. 

I have given a lot of consideration to the suggested amendments that were 
made a couple of weeks ago which would prevent the Province of British 
Columbia holding any more than 10 per cent of the shares or stock in the bank. 
I have come to the conclusion any such amendment or amendments should not 
be made to Bill S-20 at all but should rightly be made to the Bank Act itself. 
Otherwise it would be discriminatory legislation. There is nothing in the Bank 
Act as it stands to prevent any province holding shares in any chartered bank, 
and if anything like that is to become law, the Bank Act itself should be 
amended. 

Now with regard to the reasons not to approve the preamble, I should say 
that the motion and the reasons therefor came as quite a surprise to many of 
us, and I am sure to some others also. The motion that Bill S-20 should not 
be further considered until the Bank Act is revised does not hold water, as we 
have already passed the other two bank bills and did not ask them to wait. 

I also wish to say that last September I spent a week or more in the 
Province of British Columbia, and I interviewed many people of all political 
shades of view. A few did not like the idea of the province being a shareholder, 
but the majority of those interviewed did not mention that, and did not seem 
to care. Everyone wanted this bank. People of all shades of political opinion 
wanted it. They said that British Columbia was on the verge of great expansion 
and growth. They quoted the Peace River and Columbia River projects and 
other developments, and considered that British Columbia just had to have this 
bank in order to keep in stride with large provinces like Ontario and Quebec. 

Personally, I do not like the idea of a province being in the banking business, 
but neither do I feel like killing this bill. 


Senator FLYNN: I have already expressed my views on the motion, but I 
want to clarify one point. After this motion is voted on, as I expect and hope it 
will be, if any honourable senator wants to adjourn the debate for further 
evidence on the part of the petitioners to form the proposed bank without the 
concurrence of the Province of British Columbia, I will support such a motion. 
In the meantime I repeat that this motion stands on nothing. 
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Senator BURCHILL: I agree with the last speaker. I Goted ‘against the mecca | 
to defer because I did not like the idea. You say we have to specify a date. Can at 


we not put a motion through to defer it until the petitioners can come? — gr 


Senator FLYNN: This has been voted down. We are on the motion now. 4 
I have been trying to make my position clear that we are mixing the problems. — 


The ACTING CHAIRMAN: By unanimous consent we can certainly adjourn a 
to any date at all or to an uncertain date. But any other motion has to be toa — 
specified date. "4 


Senator CROLL: If the motion is turned down, as Senator Bie is trying — a 
to say, we can adjourn until we can hear the petitioners. | 


Senator ROEBUCK: We only turned down the motion to adjourn to Ri 4 
22. It is perfectly in order to have another motion to adjourn to another date. 


The AcTING CHAIRMAN: Another motion is in order, but unanimous consent | 
is needed to adjourn to an unspecified date. 


Senator BURCHILL: I have no date in mind. 
Senator CROLL: You have to fix a date under the rules. : 
The AcTING CHAIRMAN: We can adjourn indefinitely by unanimous consent. — 


Senator PATERSON: We can adjourn it until the Bank Act is revised. ES 


The ACTING CHAIRMAN: Even that could be done by unanimous consent. 


Senator KINLEY: I would like to move that we adjourn until Parliament — 
reassembles after Christmas. i 


The AcTING CHAIRMAN: I would have to rule that out of order. You would 
have to fix a date unless there was unanimous consent. 


senator CROLL: The rules BrONide that you must fix a date, but it can be 4 
any date you like. 
Senator PEARSON: I would move that we adjourn until December 17. q 
An hon. SENaToR: 1966. a 


The AcTING CHAIRMAN: That motion is in order. Senator Pearson moves” 
that further consideration be adjourned until December 17 for the purpose of 
considering this matter. All in favour of adjournment until December 17 please 
signify by a show of hands. 

All those against? 

The motion is lost. 

Are you ready for the question on Senator Hugessen’s motion? 


Senator ASELTINE: Mr. Chairman, I think you should put the question again 
on the first motion. There was some confusion about it. 


The AcTING CHAIRMAN: Senator Aseltine would like the vote to be nel 
again on the motion to adjourn until December 17, Thursday of this week. All 
those in favour of Senator Pearson’s motion to adjourn until December 17 please 
signify by a show of hands. ue 

Now all those opposed? The motion is lost. q 4 


The question is now on Senator Hugessen’s motion. I may just give the 
salient features of it. The motion is: “e 
That the committee do report to the Senate with respect to Bill S-: 20, 
an act to incorporate the Bank of British Columbia, as follows: 
¥ ae 
10 


In the opinion of your committee, the preamble to this bill has 1 not 
been proved, for the following reasons: 
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At the hearings before the committee, the Premier and other Minis- 
ters of the Government of the Province of British Columbia appeared in 
support of the bill and stated that, if the bill were passed, the govern- 
ment of that province would subscribe for up to 10% of the shares 
to be issued by the bank; so far as your committee is aware, there is no 
precedent for the ownership by the government of a province of a sub- 
stantial proportion of the shares of a chartered bank operating under the 


_ provisions of the Federal Bank Act; this could involve the effective con- 


trol of a federal chartered bank by the government of a province, a situ- 
ation which would raise important questions of public policy and of 
constitutional law; your committee is of the opinion that these are mat- 
ters of general policy which should be determined by the Parliament 
of Canada in the forthcoming revision of the Bank Act, and that pending 
such determination this bill should not be proceeded with. 


Are you ready for the question? 

Hon. SENATORS: Yes. 

Senator CROLL: A recorded vote, please. 

The AcTING CHAIRMAN: All those in favour of Senator Hugessen’s motion? 
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Senator Mouson: Mr. Chairman, I did not vote for reasons previously 


stated. 


The AcTING CHAIRMAN: There are 19 for and 7 against. The motion is 
carried. 


The committee adjourned. 
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ON 
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The Honourable Salter A. Hayden, Chairman 


The Honourable Senators: 


Aseltine Gershaw Paterson 

Baird Gouin Pearson 

Beaubien (Bedford) Hayden Pouliot 

Beaubien (Provencher) Hugessen Power 

Blois Irvine Reid 

Bouffard Isnor Robertson (Shelburne) 
Burchill Kinley Roebuck 

Choquette Lambert Smith (Kamloops) 
Cook Lang Taylor (Norfolk) 
Crerar Leonard Thorvaldson 

Grol 1, Macdonald (Brantford) Vaillancourt 
Davies McCutcheon Vien 

Dessureault McKeen Walker 

Farris McLean White 

Fergusson Molson Willis 

Flynn Monette Woodrow—(50). 
Gelinas O’Leary (Carleton) 


Ex officio members: Brooks; and Connolly (Ottawa West). 


(Quorum 9) 


ORDER OF REFERENCE 


Extract from the Minutes of the Proceedings of the Senate, Monday, July 
20, 1964: 


“Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Lang, seconded by the Honourable Senator 
Baird, for second reading of the Bill C-35, intituled: “An Act to amend the 
Criminal Code. (Habeas Corpus)’’. 

After debate, and— 

The question being put on the motion, it was— 

Resolved in the affirmative. 

The Bill was then read the second time. 


The Honourable Senator Leonard moved, seconded by the Honourable 
Senator Roebuck, that the Bill be referred to the Standing Committee on 
Banking and Commerce. 


The question being put on the motion, it was— 
Resolved in the affirmative.” 


J. F. MacNEILL, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, October 14th, 1964. 


Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 10.45 a.m. 


Present: The Honourable Senators Hayden (Chairman), Baird, Beaubien 
(Provencher), Crerar, Dessureault, Farris, Flynn, Gershaw, Isnor, Kinley, 
Lang, Leonard, McLean, O’Leary (Carleton), Roebuck, Thorvaldson, Vaillan- 
court and Vien. (18) 


In attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
Counsel. 


On Motion of the Honourable Senator Baird it was RESOLVED to report 
recommending that authority be granted for the printing of 800 copies in 
English and 300 copies in French of the proceedings of the Committee on 
Bill C-35. 


Bill C-35, intituled “An Act to amend the Criminal Code (Habeas Cor- 
pus)’’, was considered. 


The following witnesses were heard: 


Mr. John R. Matheson, M.P. 
Mr. T. D. MacDonald, Assistant Deputy Minister of Justice. 


On Motion of the Honourable Senator Vien it was RESOLVED to post- 
pone further consideration of the said Bill. 


At 11.15 am. the Committee adjourned to the call of the Chairman. 
Attest. 


F. H. Jackson, 
Clerk of the Committee. 


THE SENATE | 
THE STANDING COMMITTEE ON BANKING AND COMMERCE 
EVIDENCE 
OTTawa, Wednesday, October 14, 1964. 


The Standing Committee on Banking and Commerce, to which was 
referred Bill C-35, an Act to amend the Criminal Code (Habeas Corpus), met 
this day at 11 a.m. 


Senator Salter A. Hayden (Chairman) in the Chair. 


The committee agreed that a verbatim report be made of the committee’s 
proceedings on the bill. 


The committee agreed to report recommending authority be granted for 
the printing of 800 copies in English and 300 copies in French of the © 
committee’s proceedings on the bill. 

The CHAIRMAN: Gentlemen, I call the meeting to order. We have a quorum. 
We have for consideration this morning Bill C-35, an Act to amend the 
Criminal Code, dealing particularly with habeas corpus. Mr. Tom MacDonald, 
Assistant Deputy Minister of Justice, is here to give explanations which we 
may require. Will you come forward, Mr. MacDonald? Senator Lang, who 
sponsored the bill, is here. Is there a brief statement you would like to make, 
senator? 

Senator LANG: Honourable senators, you will recall that this was a private 
member’s bill, when it was introduced in the Commons, sponsored by Mr. 
John Matheson. He is with us this morning and I think it might assist the 
committee if he were able to make some remarks on the purposes which 
attracted this piece of legislation. Then, from a technical point of view, Mr. 
MacDonald of the Department of Justice, could deal with it. 


The CHAIRMAN: Shall we hear from Mr. Matheson first? 
Hon. SENATORS: Agreed. 


Mr. John Matheson, M.P.: Honourable sir, honourable sirs and gentlemen: 
this bill is something which was suggested to me by Professor Stuart 
Ryan Q.C., who is known to a number of the members of the Ontario Bar 
as a very thoughtful practitioner, a senior counsel for many years, appearing 
many times in the Court of Appeal. Latterly, he has held a professoral chair, 
teaching law at the Queen’s University Law School. It was his recommenda- 
tion to me some three years ago that the Criminal Code would be wisely 
amended in precisely this fashion. This is something he had discussed with 
a number of his colleagues in the law school. 

I discussed this with the former Chief Justice of the High Court, Chief 
Justice McRuer, and I had occasion later, when there was a change of 
government to discuss this matter at some length with the present Minister 
of Justice, who, curiously, had been teaching precisely this same subject at 
the University of Ottawa, and had made this recommendation himself. Believe 
‘me, I do not place myself in the category of a law teacher, for I certainly 
am not at that level at all. However, it was tthe feeling of those to whom 
I referred this matter that there was a certain virtue in having habeas corpus 
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in precisely the same position as these other ancient prerogative writs namely, 
mandamus, certiorari and prohibition. It was the feeling that, somehow or 
other, in habeas corpus we had fallen by the way, that when the code had 
been enacted years ago it had been thought that appeal had been otherwise 
provided. I believe there was evidence in the judgment of Chief Justice McRuer, 
in the Re Shane case, to this effect. 

What we are seeking to do by the bill is simply provide that a person who 
is denied the right of habeas corpus at any stage, whether in issuance of the 
writ or in its return, can go to the court of appeal. I see no reason’why an 
appeal should not lie on both sides. I do not think the argument from an 
academic point of view should be that we are simply trying to get added 
rights for an incarcerated person, rather that we seek to apply tthe rule of 
law and to give greater dignity to this ancient and historic writ of habeas 
corpus, feeling that at any stage we may place reliance and confidence in 
our system of justice that all necessary details will be worked out. 

The CHAIRMAN: May I interrupt you for a moment, Mr. Matheson? It seems 
to me that when the revision of the Criminal Code was before this committee 
some years ago—and we had a subcommittee to deal with the problem—we 
were then concerned with the problem of how to deal with the issuance of 
a writ of habeas corpus, in the first instance. I think the decision we made was 
that we would prefer that counsel be able to go around and visit a judge until 
he could find one who would issue a writ, rather than if he were denied by 
the first judge he could then take an appeal. 

We felt the interests of justice would be better served if you could find 
a judge who would issue a writ. If you failed completely, that was the end 
of it; but if you failed with one judge and then went to the court of appeal, 
the matter had not resolved itself at the stage according to the state of 
evidence, you would have a hearing and then an appeal. 

Senator RorBpuck: And there was the further question, when the writ 
was returned and the applicant could not get the judgment he wanted, he went 
on to another judge until he did get the judgment that he desired. 

Mr. MaTHESON: I am sure, sir, there is a need for this. It certainly does 
not arise as long as the practice of moving around prevails. In Ontario, I 
believe, there are upwards of 30 judges, are there not? 

The CHAIRMAN: Yes. 

Mr. MATHESON: I am sure as long as there was this ready appeal to a 
more accommodating judge there would be no argument. 

The CHAIRMAN: He may not be more accommodating, but he may be 
more searching and analytical. 

Senator O’LrARyY (Carleton): Was it left solely to the discretion of a judge? 

The CHAIRMAN: At the issuance of a writ in the first instance, yes; but 
that only required the jailor to deliver the body before a certain judge at a 


certain date, and that judge inquires into the merits, whether the man is being. 


properly detained or not; so it is only a method of getting the person in jail 
before a judicial officer who can inquire into the merits. That is correct, is it 
not, Senator Lang? 

Senator LANG: Yes. 

Senator THORVALDSON: It is a matter of getting a judicial hearing. 

The CHAIRMAN: That is right. Mr. Matheson, is this bill intended to shut 
off this shopping around for the issuance of a writ in the first instance? 

Mr. MatTHEson: My feeling was, sir, that there are some things better 
left to our jurisprudence to fix and determine than to our commons or parlia- 
ments, but it is always difficult, I believe, for lawyers, even in Parliament, to 
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_ really make good lawyer’s law, whereas, generally speaking, these things tend 
to resolve themselves better jurisprudentially. Perhaps my philosophy is wrong 


on that. I have discussed this with a man whose judgment I enormously 
respect, namely, Arthur Martin, Q.C., and he was happy with this precisely 
as it was, thinking that the rule of law, and with searching examination, 


habeas corpus could be given greater dignity. 


I would not be particularly worried about the fact that there might have 
to be an appeal at one stage or at another, because personally I would be satis- 
fied that the court of appeal would carefully search out everything relevant 
and significant. I am really not competent to go beyond this, and I am sure 
that Mr. MacDonald—or Mr. Favreau had he been able to be here—could 
deal with it much more exhaustively than I can. 


The CHarrMAN: The only comment I have at this stage is that I think 
the proposed amendment does shut off a present practice, because under the 
amendment if you are refused a writ then your remedy is an appeal. 

Senator VIEN: The code as it is at present does not allow, under the 
provisions of section 691 a person to go from one judge to another judge 
at the same time. If we are of the opinion that an appeal should be granted 
in a case, and a final judgment is delivered in the trial court on a petition for 
habeas corpus, I would be in favour of the text of the law as it now stands, that 
is to say, that an appeal be allowed at any stage of the proceedings; otherwise, 
if a petition were refused, it would be illusory if there were no appeal allowed 
on the judgment refusing the petition. If we grant an appeal from the final 
judgment which refused habeas corpus, we should also grant an appeal from 
a judgment refusing the petition. 


The CHAIRMAN: That is logical and sound. All I am saying is that there 
is a present practice which I regard as being better than having to take appeal 
from the first refusal by the first judge who is asked. 

Senator RorBpuck: We thought that when revising the Criminal Code; 
but there has been a change since then, probably because of Re Shane. 

Mr. MATHESON: May I point out to honourable gentlemen something which 
has come to my attention from Mr. MacDonald. I think Re Shane closes the 
door to shopping around. However, there is the case of Regina versus Rom- 
bough (Yates) (No. 2) (1964) Volume 2, Canadian Criminal Cases at page 71, 
heard before Mr. Justice Farthing, of the Alberta Supreme Court, on August 
29, 1963, which says: 

Habeas corpus—Refusal by one Judge—Whether prisoner may renew 
application before another Judge. 

A prisoner who has been refused a writ of habeas corpus by one 
Judge may renew his application for discharge before another Judge 
and each successive Judge to whom application is made must act 
upon his own view of the law applicable to it. 


There follows a detailed discussion of the law and among the many 
cases examined is Re Shane. The case appears to represent a scholarly study 
of this whole question, so perhaps in fairness we should consider the matter 


jurisprudentially still open. 

Senator LEONARD: How does the learned judge distinguish from Re Shane? 

Mr. MatTHESON: I would like to refer that to Mr. MacDonald, because I 
am not completely familiar with the case. 

The CHAIRMAN: Mr. Matheson, the direct question is, at the moment, how 
does the judge in this Alberta case distinguish between that case and Re 
Shane? 

Senator RorBuck: This Rombough case was not an appeal, was it? 
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Mr. MacDona.p: I think Mr. Chairman, that the answer to that question 
is in one sentence at page 76 of the report to which Mr. Matheson has referred, 
in which Mr. Justice Farthing, after reviewing the cases, says: (where Mr. 
Justice Farthing, the judge, says simply, after review the cases)—and I am 
quoting now: 

So, with the greatest respect, I prefer the judgment in ex parte 
Johnston to that in ex parte Shane. 


The Johnston case referred to, I take it, is Johnston and Shane, which was 
the case before the court of appeal where the judgment was delivered by the 
late Mr. Justice Morden immediately preceding the Shane case itself. 

Senator THORVALDSON: The Shane case was the decision of one judge, or 
was it appealed? 

Mr. MACDONALD: Yes, it was the decision of the then Chief Justice of the 
high court, Chief Justice McRuer. 

Senator KINLEY: There was a habeas corpus case where a man was going 
to be deported, and it raised a great deal of furore in various parts of this 
country. Do you remember that? 

Mr. MacDonatp: You have touched a very nostalgic note in me, Senator 
Kinley, because that is the first time that I was ever in the Supreme Court. 
The case which you refer to was the Peter Veregin case, the Doukhobor from 
British Columbia. 

Senator KINLEY: Can you get a writ of habeas corpus from any court 
except the Supreme Court? Can you get it from a lower court? 


The CHAIRMAN: From the judges of the Supreme Court of the provinces. 


Senator KINLEY: That would lessen the idea of “shopping”. You can get 
it from a court in the same province, can you? 


The CHAIRMAN: Any Supreme Court judge in the province in which the 
person is incarcerated. 

Senator KINLEY: He only says, ‘‘Produce the body’’? 

The CHAIRMAN: That is right. 

Senator KINLEY: An appeal means delay. 

Senator RorBuck: Has Mr. MacDonald an— 

Senator KINLEY: Just a minute now. It means delay, and I know an appeal 
means a delay. 


The CHAIRMAN: There is not much delay. I doubt if you could call it any 
delay in criminal cases; they are moved along very quickly. 


senator KINLEY: Who do you appeal to, another judge? 

The CHAIRMAN: The court of appeal. 

Senator KINLEY: To the whole court? 

The CHAIRMAN: Yes. 

Senator KINLEy: It does not cause delay? 

The CHAIRMAN: No, it could be heard within the month, if the parties 
were ready. 

Senator FLYNN: Is it the feeling of the committee to find a solution which 
would retain the prerogative of “shopping” and at the same time give a right 
of appeal? If so, maybe it could be achieved by adding a special paragraph: 

An appeal lies to the court of appeal from a final decision granting 
or refusing the relief sought in proceedings by way of habeas corpus. 


—which would make a distinction with regard to habeas corpus. 


The CHAIRMAN: Let us find out what Mr. MacDonald thinks about that. 
Mr. MacDonald, there are two things. If the word “final” appeared in here 
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before the word “decision”, in your view would that perpetuate the present 
practice as well as creating the possibility of the right of appeal on a final 
refusal? ; 


Mr. MacDona.p: I am really not sure, Mr. Chairman, whether the court 
would construe the word “final”? as ruling out the case where the applicant 
could still shop around or not. 


Senator LEONARD: Does Mr. MacDonald feel that the man can still shop 
around in Ontario, where there is a decision in re Shane, notwithstanding the 
decision in Alberta? 


Mr. MacDonatp: Mr. Chairman and Senator Leonard, may I say that this 
bill does not appear to me in itself to abolish the right, to use the expression, 
to “shop around”. What the bill appears to do is to accept the Ontario position 
as presently laid down by the Chief Justice of the high court where he said 
that in Ontario in a criminal matter that right to shop around from judge to 
judge does not really exist. On the other hand, in the Province of Alberta, as 
you have seen by the Rombough case, which Mr. Matheson has brought to your 
attention, the Shane decision in Ontario has not been followed, so in Alberta, 
apparently, you can still shop around. 

What the situation will turn out to be in the other provinces we do not 
know, and I suppose that we do not even know at the moment that it is 
definitely settled in either of the provinces of Ontario or Alberta—that is, the 
question whether you can shop around. 7 

At the present time we have the decision of a single judge in Ontario, 
the Chief Justice of the High Court at the time, that you cannot; and at the 
same time that decision of a single judge of the superior court in Alberta that 
you can. 


The CHAIRMAN: If we enact this amendment might not the effect be to 
impose on all the courts in Canada the provisions of this section? That 1S) 1b 
you are refused a writ your only remedy is an appeal. 


Mr. MacDonatp: Off hand, I should not really think so, because the bill 
does not purport in its terms to say that the right to shop around is abolished 
where that right exists. 


Senator THORVALDSON: Mr. Chairman, I recall Senator Roebuck made 
a speech in the Senate on this bill, and I believe he did a great deal of research. 
He went into this problem very thoroughly. I will say that as far as I was 
concerned I was most impressed by what he had to say, and I know he was 
rather critical of this bill. I am not competent even to consider this matter now 
without referring to what he said at that time; and I think probably that 
might apply to some of the other senators here. Certainly, there has been 
a new element thrown into the whole situation by virtue of the decision of the 
court in Alberta. Consequently, if we could adjourn this discussion until 
a later time, it would at least allow me and others to have the opportunity to 
see what Senator Roebuck said. 


The CHAIRMAN: We have been talking about habeas corpus, but remember, 
this proposed amendment deals with more than that. It deals, for instance, with 
certiorari. 


Senator ROEBUCK: I have dealt with this matter, as my friend says, rather 
fully. This is of fundamental importance. I had no notice this was coming up 
today, and it is two months ago that I made that speech. I have not got it all 
in mind. I did suggest certain amendments to this bill. I complimented the 
sponsor of the bill in the Commons, and I do again now compliment him. At 
the same time, where you have fundamental questions of this nature that are 
so vastly important, it should not be dealt with in this way. I have had no 
chance to look over what I said. I have had no chance to bring the amend- 


12 STANDING COMMITTEE © 


ments I proposed in the Senate here today; and I would say it would be 
a great mistake to deal with this matter in this manner. 

The CHAIRMAN: I think that is a reasonable position, senator. This com- 
mittee will most likely be sitting tomorrow, but I take it that is too soon. 

Senator ROEBUCK: No, that is too soon. 

The CHAIRMAN: What is the wish of the committee? | 

Senator VIEN: Mr. Chairman, I think it would be most undesirable that in 
a statute like the Criminal Code applicable to Canada, from one end to the 
other, there should be conflicting decisions of the tribunals of one province 
with the tribunals of another province. 

Therefore we should make it abundantly clear, and I agree with the 
honourable senator from Toronto-Trinity (Hon. Mr. Roebuck) that we should 
take more time and possibly request the Department of Justice to prepare an 
amendment which would have the effect of clearing the situation altogether. 

I am all in favour of giving an appeal at all stages of the proceedings on 
these special measures, and I think if we do give that appeal there will no 
longer be any necessity of going from one judge to another in Ontario or else- 
where. I appreciate the decision in Shane, and I agree with the decision that 
when a judge of the first jurisdiction has given a decision it should not be 
possible to go to another judge of the same jurisdiction to get a conflicting 
decision. In my view we should give the right of appeal and if we do so we 
should make it abundantly clear that the decision in Shane should apply 
throughout. For that reason I would suggest that we should adjourn the 
matter. There is no absolute rush involved. I agree with the honourable senator 
from Toronto-Trinity that we should have more time and we should suggest 
to the Department of Justice to bring in an amendment in the terms I have 
mentioned. 

The CHAIRMAN: Any further comments? Senator Lang? 


Senator Lane: I would not like to see this matter too long in limbo, particu- 
larly as far as the Province of Ontario is concerned. I think from a practical 
point of view it would be difficult to change in view of the decision of Mr. 
Justice McRuer in the Shane case. I think hardship could arise. 


The CHAIRMAN: If this section is not proceeded with and there is an ap- 
plication to a judge of the Supreme Court of Ontario and it is refused and the 
party then goes to another judge and it is granted or a writ is granted, the 
whole question comes up on the hearing on the merits whether the procedure 
is regular in the light of the decision in Shane or not. In any event they 
ultimately get to the court of appeal on that basis because there is always an 
appeal on the merits. 

Mr. MacDONALD: It seems to me that in the earlier case of Shane and 
Johnston the applicant having been refused, not the writ, but having been 
refused discharge on the return of writ, then proceeded to appeal to the 


court of appeal, but, if I remember correctly, the court of appeal said they had 9 


no jurisdiction to entertain this appeal and Mr. Justice Morden went on and said 
something to the effect that although the court could not deal with this matter 
as an appeal he would deal with it as an application to another judge, and it 
was on that basis that Mr. Justice Morden wrote the decision which Mr. Justice 


Farthing in the Alberta case said he would follow in preference to that of the 4 


later Shane case. 


The CHAIRMAN: I agree with what Senator Lang said, that there is such 
a state of confusion in our law in Ontario that we should not take too long. 

Senator RoEBUCK: I think it is better to do it right than to do it quickly. 
For that reason I move that we adjourn. 
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Senator CRERAR: I would like to ask one question. As a layman I am rather 
ignorant in these matters. This situation contemplates an appeal from the 
decision of a judge to the court of appeal. Is that the end or does an appeal lie 
from the court of appeal to the supreme court? 

Mr. MacDonaLp: Mr. Chairman, frankly I am not sure of the answer to 
that question. It depends on the terms of section 41 of the Supreme Court Act, 
and reading those terms I don’t think they point to an absolutely clear con- 
clusion. 

Senator CRERAR: The thought in my mind is this—the decision of the appeal 
court should be final. 

The CHAIRMAN: Why? 

Senator CRERAR: Because the aim is, as I understand it, and if I understand 
_ it correctly, to see that justice is done. I think an individual judge may err or 
make a mistake. However if an appeal lies to the court of appeal and there are 
other judges, then I think that could be accepted as a situation where justice 
has been done. It occurs to me, and again I may be wholly wrong and ignorant, 
that an appeal to the supreme court from that might clutter up the work of 
the supreme court. 

Senator RoEBUCK: That could be said with every case. It could be said in 
respect of every case that comes before the supreme court and this is perhaps 
more important than any private litigation. 

The CHAIRMAN: It would be because the man is in jail. 

Senator RoEBuUCcK: It is the right of the subject and the protection of the 
subject that is involved. I think a judgment of the Supreme Court of Canada 
can be highly beneficial after we have made such amendments as we see fit. 

The CHAIRMAN: Is the motion for adjournment accepted—is it carried? 

Hon. SENATORS: Carried. 

Senator RorsBuck: At the call of the Chair. Don’t make it tomorrow. 

The committee adjourned. 
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